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ABSTRACT 
 
Each year, millions of Americans complete the Free Application for Federal Student Aid (FAFSA) 
in hopes of securing federal, state, and institutional funding to support their educational goals.  The 
FAFSA recently changed the age of tax data used to determine eligibility for aid, including the 
Federal Pell Grant—eligibility for which is often used as a proxy for students with the highest 
need.  This study includes a comprehensive review of the extant literature on the subject of prior-
prior year.  It is also the first look into the actual impact of the recent shift from Prior Year (PY) 
tax information to Prior-Prior Year (PPY) tax information used in the FAFSA process.  The study 
includes recalculations of eligibility completed with a sample of over 460,000 applicants from 
widely diversion institutions supplied by CampusLogic (a vendor that works with public, private 
not-for-profit, and private for-profit institutions).  The study capitalizes on previous research that 
found slightly older tax data had little impact on Pell eligibility.  However, where there was a shift, 
previous studies found independent students without children had the most volatility in their 
awards and decreased in amount.  This study confirms for 2 of 3 dependency statuses sampled, 
there was little impact caused by switching from PY to PPY tax information.  In contrast to 
previous research, this study finds Pell grants increased almost $300 per student for independent 
students without dependents than for students with dependency statuses of dependent or 
independent with dependents who had increases closer to $100.  Finally, the study examines if the 
earlier application timeline is taken advantage of by Pell-eligible students, particularly focusing 
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on first-time, first-generation college students, and finds these students have a higher rate of 
application in the first quarter than in previous years.
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CHAPTER ONE:  
INTRODUCTION 
 
Each year, approximately 20 million Americans apply for federal student financial aid using the 
Free Application for Federal Student Aid (FAFSA) (Federal Student Aid (FSA), 2018).  In 2017-
2018, the FAFSA was up to 105 questions long plus an additional 32 sub-questions.   In fact, the 
FAFSA has been demonstrated to be considerably longer than most applicants’ federal tax forms 
(Dynarski & Scott-Clayton, 2008).  Conversely, the time potential college students have between 
submitting the FAFSA and paying the bill is short.  As a result, researchers have spent considerable 
energy to identify ways to shorten the application and lengthen the time applicants have to make 
college-going decisions and take action. 
One method considered for reducing the complexity of the FAFSA was the adoption of using older 
income tax information.  In 2008, the federal government passed the Higher Education 
Opportunity Act that allowed for adoption of prior-prior year tax usage.  In 2015 via executive 
order, President Obama declared changes to the procedures for processing financial aid that 
allowed for use of the prior-prior year (PPY) income information in the federal aid application 
process.  As the income data used in PPY are available months before the FAFSA is available, the 
shift to older income data allowed a shift to an earlier FAFSA availability date.   
Figure 1 contrasts what traditional high school students experienced in Prior Year (PY) and PPY 
timelines.  The activities above the monthly timeline demonstrate the PY timeline students 
followed to complete the major activities related to applying for financial aid:  completing the 
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FAFSA, receiving offers, selecting a school, and paying the bill for the first term.  Note how the 
process commenced at the beginning of the calendar year of the planned fall attendance as the 
FAFSA was available on January 1st.  In the new timeline, students can begin the financial aid 
application process three months earlier, elongating the timeline up to 33%, as the FAFSA was 
made available on October 1st.   
 
Figure 1  PY Timeline Compared to PPY Timeline 
Before its adoption, the option of using two-year-old tax data in PPY had been the subject of 
research for two decades as a possible solution for helping families (Kelchen & Jones, 2015), 
especially those filing late in the spring or filing extensions.  Late filers often risk missing state aid 
application deadlines (Asher, 2007).   
Research on PPY had been relatively lean before its adoption.  Early in the debate about PPY, in 
response to mounting pressure to consider this change, the Office of Post-Secondary Education 
published a report in 1997 declaring two-thirds of students would have the wrong aid eligibility if 
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the change to PPY was implemented (Advisory Committee on Student Financial Assistance, 
1997).  
As documented by other researchers, one year later, Daniel Madzelan at the Department of 
Education asserted two major findings in his unpublished piece “HEA reauthorization issue: Using 
‘prior-prior’ year income” (Kelchen, 2014; Kelchen & Jones, 2015; National Association of 
Student Financial Aid Administrators (NASFAA), 2013).  First, he found that well over 80% of 
students would receive the same award with the new method PPY as they would have received 
under the old method Prior Year (PY).  Second, he found PPY as only 5% less accurate than the 
then-current method of PY income usage.  It would be almost 15 years before more studies 
surfaced. 
Between 2012 and 2015, four more empirical studies explored the probable impact of 
implementing Prior-Prior Year.  The National Association of Financial Aid Administrators 
(NASFAA) committed a great deal of time and research to make the argument in favor of the 
change (McClean Coval, 2015).  NASFAA asserted the “ideal PPY system would not change (i.e., 
increase or decrease) any students’ awards,”(National Association of Student Financial Aid 
Administrators (NASFAA), 2013, p. 5). NASFAA also completed an administrative burden survey 
of members and the top recommendation was that PPY be implemented (National Association of 
Student Financial Aid Administrators (NASFAA), 2015).  That recommendation called out three 
student benefits of PPY as (1) the ability to apply for financial aid earlier, (2) an application that 
would be easier to complete and more accurate, and (3) the use of the IRS Data Retrieval Tool 
(DRT) to reduce selection of records for federal verification. 
In one of the four studies during that period, researchers found significantly different outcomes 
from the implementation of PPY for students based on their dependency status.  Specifically, 
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independent students with no dependents of their own were found to be more likely than the other 
two statuses to experience a decrease in Pell Grant eligibility (Kelchen & Jones, 2015). 
In advance of the 2017-2018 school year, advocates for simplification and longer decision 
windows declared a large win when the United States Department of Education implemented a 
change to the collection of tax information for families completing the FAFSA. The change 
requires families to use tax information from the second preceding tax year.  In all previous aid 
application years of federal student aid, families applying for aid were required to use the income 
information from the immediately preceding year.  With this change, families would begin to use 
data from two years prior.  In Table 1, the FAFSA transition years of both 2016-2017 and 2017-
2018 use the same tax income information from 2015 IRS forms. 
Table 1  The Change from PY Income Information to PPY Income Information 
 
Since the announcement to move to PPY, concerns were raised about the likelihood of unintended 
consequences.  Would Pell award amounts change if using a different year of income?  Would the 
new timeline result in high-need students—like Pell-eligible, first-generation students—applying 
earlier?  Or, as research on the relationship between student college preparation and a schools’ 
guidance counselor ratios and workload (Robinson & Roksa, 2016), would much of the benefit go 
to students with better guidance counselor to student ratios where college preparation was a focus?   
School Year Tax Return Used on FAFSA Tax Return Year 
2013-2014 2012 Prior year 
2014-2015 2013 Prior year 
2015-2016 2014 Prior year 
2016-2017 2015 Prior year 
2017-2018 2015 Prior-prior year 
2018-2019 2016 Prior-prior year 
2019-2020 2017 Prior-prior year 
2020-2021 2018 Prior-prior year 
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In addition to the questions about the change in amounts and first-generation student participation 
rate, other questions surfaced.  Colleges would have the family financial data earlier in the 
Admission cycle.  What if colleges used the family financial health information to weed out needier 
applicants (Boeckenstedt, 2015)?  What if colleges moved their deposit deadlines earlier and 
essentially negated the “extra time” families would have to decide, a key benefit of making this 
processing change—a change NASFAA specifically requested schools not make (National 
Association of Student Financial Aid Administrators (NASFAA), 2016)? 
The push for simplifying the FAFSA by means other than decreasing the number of questions or 
eliminating the form altogether continued to escalate even as of the publication of this study.  
During her first Federal Student Aid conference in a speech on Tuesday, November 28, 2017, 
Department of Education Secretary Betsy DeVos articulated her concern about the complexity of 
the aid application process.  She went on to announce a new federal initiative to simplify the 
application. “We're excited to announce we're moving FAFSA to a mobile app,” said DeVos.  “We 
will make the financial aid process modern, streamlined, more accessible, and simply easier for 
students” (Federal Student Aid (FSA), 2017).  The Department of Education announced plans 
make the mobile app available during the summer of 2018.1  As of mid-August 2018, the mobile 
app was still labeled as “coming soon” on the FSA website.2 
Statement of the Problem 
For at least 20 years, researchers have been attempting to predict and quantify what the impact of 
changing to prior-prior year would have on student financial aid eligibility.  Six empirical studies 
                                               
1 https://www.nasfaa.org/news-item/15544/ED_FAFSA_2018-19_and_Beyond_10_15_-_11_15_a_m 
2 https://studentaid.ed.gov/sa/about/announcements/fafsa-mobile-options 
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have attempted to predict the impact of the change in the application process from prior year 
income information to the preceding year income information.  The predictions of impact have 
ranged from one extreme to another.  In the earliest of studies, researchers stated the change would 
cause the majority of students to either unfairly lose aid they should have or to unfairly receive aid 
they should not.  At the other extreme, more recent research predicted very little financial impact 
but great improvement in the application experience due to decreased complexity and the 
possibility of additional time for families to prepare for admission and attendance. 
The 2017-2018 school year implementation of PPY provided an opportunity to explore the initial 
impact of the change to the application process.  Particularly, research can help confirm which 
methods used to predict outcomes came closest to the actual impact on the student eligibility.   
In 2004, Federal Student Aid gave financial aid administrators (FAAs) the primary directive “to 
deliver the right aid, to the right student, at the right time, and at the right cost,” (Federal Student 
Aid (FSA), 2004).  The financial aid community and researchers, tasked with that imperative, can 
now look for indicators of the successes and failures due to the transition from PY to PPY with a 
keen focus on the impact on students.  In addition to this directive for practitioners, research has 
suggested major impacts on degree completion associated with changes in aid.  Researchers 
findings suggest additional aid of $1,300 increased 6-year degree completion by 22% (Castleman 
& Long, 2016) and $3,500 increased degree completion by 29% in an even tighter timeline of 4 
years (Goldrick-Rab, Kelchen, Harris, & Benson, 2016). 
Using the prior year methodology as the accepted baseline or “the right aid to the right students” 
and testing the first year of PPY for similar results, this research attempted to answer if, overall, 
the right aid was given to the right students after switching from PY to PPY.  Also, the research 
attempted to answer if those most at-risk—low-income, first-generation students—would take 
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advantage of the early application date.  As of the date of this study, no post-implementation 
analysis has been published. 
Motivation for the Study 
The researcher was keenly interested in this topic for both professional and personal reasons.  As 
a workstudy student working in a financial aid office in the early 1990s, the researcher recalled 
office conversations about the proposed switch from PY to PPY.  To the casual observer, the use 
of complete, even if slightly older, data seemed like an excellent way to allow families to apply 
earlier in the calendar year.  As this researcher advanced in her career in financial aid, the discourse 
surrounding PPY quieted but then resurfaced in the 2010s due to NASFAA’s efforts to bring about 
the change to PPY in the aid application process. 
The researcher then completed a pilot phenomenological study to identify themes associated with 
PPY.  The study found that the participants recalled most administrators in the 1990s financial aid 
profession were generally opposed to the shift PPY.  One participant stated: 
A lot of people were complaining that [PPY] would drastically increase the number of 
professional judgement calls we'd be asked to make because you were widening that 
window of time between the earning of the income that was being reported and the 
beginning of the enrollment that using financial aid determined by that income. You 
already had things, adjustments to possibly make from a prior year. If you go back two 
years, you're talking about even more adjustments, so that was always the objection. I think 
for a long time, those objections were drowning out the argument about the potential 
advantages of it (Mockus, 2018). 
Gradually, there was a shift in support of moving to PPY.  While there were still many who did 
not support the shift at the time of implementation due to the expectation there would be many 
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requests for adjustments due to changes in circumstances within the year between the tax 
information provided and year of attendance to be aided, many FAAs looked forward to the shift 
and the benefits to the students applying for aid. 
The timing of this research was very early in the post-PY era.  Typical financial aid samples like 
those available from The National Postsecondary Student Aid Study (NPSAS) are collected after 
the aid year and released the following calendar year.  For example, NPSAS plans to collect 2018-
2019 data in 2019 and release them in 2020 (The National Postsecondary Student Aid Study 
(NPSAS), 2017).  In fact, according to NASFAA, it was expected most researchers would not 
revisit this issue until there are multiple years of data to evaluate trends instead of a direct year-
over-year comparison of the impact on the first wave of adopters—the purpose of this research 
(National Association of Student Financial Aid Administrators (NASFAA), 2017).  The 
researcher’s ability to begin the evaluation in 2018 for data included in the 2016-2017 through 
2018-2019 aid years was two years in advance of the availability of the typical data set used by 
most researchers.  
Purpose of the Study 
Research in the area of prior-prior year published before 2018 could have only been predictive as 
the earliest actual PPY data did not exist before that year.  As such, all previous studies have 
provided models for predicting how moving from prior year to prior-prior year tax reporting on 
the FAFSA would have impacted students, schools, and tax payers but they have not supplied 
insights into the actual outcomes.  Previous studies have also been limited in the type and size of 
samples available to researchers. 
The purposes of this study were to explore the impact of prior-prior year including (1) determining 
the actual, not predicted, impact of prior-prior year and (2) analyzing a larger, more diverse sample 
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to provide more generalizable findings.  While two types of schools—public and private, not-for-
profit—have been represented in research samples, schools labeled as private, for-profit 
institutions (sometimes called proprietary institutions) are often missing in research samples  
(Kelchen & Jones, 2015; National Association of Student Financial Aid Administrators 
(NASFAA), 2013; Rueben, Gault, & Baum, 2015).  
To achieve the primary purpose of the study, the research was performed immediately after the 
first two quarters of data were available on March 31, 2018.  The method and initial findings were 
shared at a practitioner conference at the end of June 2018, where participants offered suggestions 
on how to improve the study.  This early analysis provided immediate insight into the shifts that 
occurred in student eligibility for early applicants, especially as it related to the applicant 
dependency status. 
To achieve the second purpose of the study, the sample includes a larger sample of over 450,000 
students verses up to 30,000 students in some of the previous studies on PPY.  Moreover, the 
sample student records are from not just public and private, not-for-profit but also from private, 
for-profit institutions. 
Significance of the Study 
The impact of implementing prior-prior year on student financial aid eligibility, the focus of this 
study, has significance for both practitioners involved with administering student financial aid and 
researchers focusing on FAFSA simplification. 
Of Interest to Practitioners and Researchers. 
This study was the first of its kind to study the actual impact of the change to federal student aid 
caused by the switch from using prior year income information to using prior-prior year income 
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information on the FAFSA.  All previous studies sought to predict the impact of the change but 
were unable to confirm or deny those predictions given the change had not yet occurred. 
Of Interest to Practitioners. 
This research sought to address practitioner questions like the following.  Did PPY continue to 
offer the right aid to the right students at the right time, assuming PY was doing so?  Did lower-
income students really apply earlier and, therefore, take advantage of the application availability 
date shift?   
While a shift of a few dollars in an award may seem insignificant to researchers, as per the 2017-
2018 federal guidelines, such changes were required to be reported by FAAs.3  Given the low 
funding and high need of applicants, FAAs regularly used the difference of the Expected Family 
Contribution (EFC) index from $0 to $1 to disqualify students from entire grant programs like the 
Federal Supplemental Educational Opportunity Grant and sometimes sought additional ways to 
discriminate among the highest need students, those with an EFC of 0 (Kelchen, 2014).  Moreover, 
FAAs were expected to report changes to any non-dollar items and any changes greater than 24 on 
dollar items on the FAFSA according to 2017-2018 verification guidelines.  While that $25 
difference could change the EFC index significantly, more often it has little to no impact on the 
EFC given the many variables, allowances, and factors in the EFC formula.  Nonetheless, these 
tiny variances in values (non-dollar changes and dollar changes of more than $24) are federally 
required to be reported.  Given the scrutiny placed on FAAs to be exacting in their calculations, 
variance in a student’s federal aid eligibility caused by using a different year’s income seems to 
run counter to the high value placed on exacting accuracy. 
                                               
3 https://ifap.ed.gov/fsahandbook/attachments/1718AVGCh4.pdf page 89 
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Of Interest to Researchers. 
This research hopes to address researcher questions like the following.  Were the predictive 
methods adequate and accurate?  What could have been done to improve the models proactively 
to get better estimates, if anything?   
The size of the sample and types of institutions also add to the value of this study as well as the 
distribution of almost equal portions of dependent and independent students in the sample. 
Research Question 
What Has Been the Impact of Implementing Prior-Prior Year on Federal Student 
Financial Aid Eligibility? 
The goal of this research is to uncover what has been the impact of the Prior-Prior Year 
implementation on federal student financial aid eligibility.  Particularly, how do the existing 
predictive empirical studies compare to the actual impact on individual student aid eligibility?  For 
example, in a study that predicted switching from PY to PPY would cause no change in aid for 
two-thirds of students, does that hypothesis hold up when examining the impact on a sample of 
students who experienced the switch from PY to PPY during the 2016-2017 and 2017-2018 school 
years (Kelchen & Jones, 2015)? 
Definition of Terms 
This study highlights issues related to a change in the federal student financial aid application 
process and the resulting impact on student financial aid eligibility.  The following list defines 
common words and terms used in the financial aid industry and in this study. 
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Dependency Status. 
Students were assigned to one of three formula calculations to determine their eligibility for federal 
financial aid.  Those formulae were assigned according to three statuses:  Dependent Students, 
Independent Students with Dependents, and Independent Students with No Dependents.  A 
dependent student must supply parental financial information as they are deemed to not be fiscally 
independent of their parents.  Independent students do not supply parental financial information as 
they are deemed fiscally independent.  Independent students are further classified as either having 
or not having dependents (other than a spouse) of their own. 
Students who answered “Yes” to any of the questions in Table 2 for 2017-2018 school year were 
considered Independent: 
Table 2  Questions to Determine Dependency Status 
Were you born before Jan. 1, 1994? 
As of today, are you married? (Also answer “Yes” if you are separated but not 
divorced.) 
At the beginning of the 2017–18 school year, will you be working on a master’s or 
doctorate program (such as an M.A., MBA, M.D., J.D., Ph.D., Ed.D., graduate 
certificate, etc.)? 
Are you currently serving on active duty in the U.S. armed forces for purposes 
other than training? (If you are a National Guard or Reserves enlistee, are you on 
active duty for other than state or training purposes?) 
Are you a veteran of the U.S. armed forces? 
Do you now have—or will you have—children who will receive more than half of 
their support from you between July 1, 2017, and June 30, 2018? 
Do you have dependents (other than your children or spouse) who live with you 
and who receive more than half of their support from you, now and through June 
30, 2018? 
At any time since you turned age 13, were both your parents deceased, were you 
in foster care, or were you a dependent or ward of the court? 
Has it been determined by a court in your state of legal residence that you are an 
emancipated minor or that someone other than your parent or stepparent has legal 
guardianship of you? (You also should answer "Yes" if you are now an adult but 
were in legal guardianship or were an emancipated minor immediately before you 
reached the age of being an adult in your state. Answer "No" if the court papers say 
"custody" rather than "guardianship.") 
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Table 2 continued 
At any time on or after July 1, 2016, were you determined to be an unaccompanied 
youth who was homeless or were self-supporting and at risk of being homeless, as 
determined by (a) your high school or district homeless liaison, (b) the director of 
an emergency shelter or transitional housing program funded by the U.S. 
Department of Housing and Urban Development, or (c) the director of a runaway 
or homeless youth basic center or transitional living program? 
 
Of the students who answered “Yes” to any of the previous questions, those who answered “Yes” 
to either of the questions in Table 3 for 2017-2018 school year were considered Independent 
Students with Dependents.  Of the students who answered “Yes” to any of the previous questions, 
those who answered “No” to the questions in Table 3 were considered Independent Students 
without Dependents.  
Table 3  Questions to Determine Dependents Other Than Spouse 
Do you now have—or will you have—children who will receive more than half of 
their support from you between July 1, 2017, and June 30, 2018? 
Do you have dependents (other than your children or spouse) who live with you and 
who receive more than half of their support from you, now and through June 30, 
2018? 
 
Students who answered “No” to all questions in Tables 2 and 3 were considered Dependent 
Students. 
DRT. 
The Internal Revenue Service Data Retrieval Tool supplied income information from the IRS 
database directly to the FAFSA in an automatic way after the student and, if appropriate, the parent 
authorized transferal of income information.  This tool was only helpful for 1 in 4 students because, 
prior to PPY, most families had not filed their taxes early enough to use the retrieval tool.  After 
PPY was implemented, it was expected significantly more families could and would use the DRT. 
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EFC. 
The Expected Family Contribution (EFC) is a measure of a student’s family’s financial strength 
and is calculated according to a formula established by federal regulation. The student’s family’s 
taxed and untaxed income, assets, and benefits (such as unemployment or Social Security) are all 
considered in the formula. Also considered are the student’s family size and the number of family 
members who will attend college during the year.4  The EFC is a whole number between 0 and 
999,999.  The change to the EFC year-over-year will be of interest in the study as the EFC has a 
direct relationship with Pell eligibility.  See The EFC Formula, 2017-20185 to review the 
calculation for EFCs in the financial aid year of interest for this study. 
FAFSA. 
The Free Application for Federal Student Aid is the form used in the United States to apply for 
federal student aid.  The application serves to apply for federal grant, work, and loan programs.  
The calculation performed on the data supplied on the FAFSA results in the EFC.  See Appendix 
A for the complete 2017-2018 FAFSA and Appendix B for the calculations for all EFC formulae 
for 2017-2018. 
First-Generation. 
Students classified as first-generation meet one of two conditions.  The first condition is, when a 
student is raised by both parents, neither parent completed a bachelor’s degree.  The second 
condition, when a student is raised by only one parent, the single parent did not complete a 
                                               
4 Adapted from https://fafsa.ed.gov/help/fftoc01g.htm 
5 Available at https://studentaid.ed.gov/sa/sites/default/files/2017-18-efc-formula.pdf 
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bachelor’s degree.6  These students often do not have family members who can provide guidance 
on the college application process nor the attendance experience.   
ISIR. 
The Free Application for Federal Student Aid (FAFSA) results in a report that is sent to the 
colleges or universities selected by the student.  The report, the Institutional Student Information 
Record, is typically referred to as the ISIR.  The ISIR has both the student’s information submitted 
on the FAFSA as well as information provided by the Department of Education related to the 
student’s application and eligibility for federal aid. 
Low-SES. 
Students of low socioeconomic status, or low-SES, are those with low financial resources and, in 
the case of dependent students, those whose parents have low financial resources.  While SES 
generally relates to the three factors of income, education, and occupation, this study will primarily 
focus on the income factor.  Therefore, students described as low-SES are those most in need of 
student financial aid to pay for college and those with high SES are least in need of student 
financial aid to pay for college. 
Pell, Shift in. 
Pell Grant eligibility, often used as a proxy to denote students with low-SES, is a primary concept 
in this study.  Changes in Pell Grant eligibility or large changes (more than $500) caused by 
adoption of PPY would indicate to the aid community the policy did not have the desired effect.   
                                               
6 https://www2.ed.gov/about/offices/list/ope/trio/triohea.pdf 
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PJ. 
When a student requested an adjustment to the FAFSA based on a change of circumstances (or a 
change in cost of attendance) and the request was approved, the financial aid administrator granted 
a Professional Judgement (PJ).  The PJ allowed the aid administrator to take into consideration 
unusual situations that the regular financial aid application process does not address.  Records with 
special circumstances and resulting PJs were, strictly speaking, not following the same data 
standards as those records that have not had PJs performed.  While a PJ sought to more accurately 
reflect the student’s then-current financial situation, it did not reflect the actual financial situation 
of the FAFSA year.   
PPY. 
Prior-Prior Year is the financial aid application methodology that uses family income from the 
second preceding tax year.   
PY. 
Prior Year is the financial aid application methodology that uses family income from the 
immediately preceding tax year. 
Verification. 
Verification is the process of requiring students to submit documentation to confirm information 
they and their families reported on the FAFSA.7  The process was complicated by the transition 
from PY to PPY for two reasons.  First, students had to submit 2015 tax information for 2016-
2017 and, months later, also for 2017-2018 FAFSAs.  Skip-logic was not provided unlike most 
                                               
7 Verification can be required due to federal requirements—called federal verification—or due to an 
institution choosing to perform verification for their own reasons.  This study focuses exclusively on federal 
verification. 
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other fields where previously recorded data remained available for update but did not require re-
entry.  Second, the Department of Education chose to perform cross-year validation of the repeated 
data and asked schools to work with students to address all discrepancies.  If students did not 
complete the process of cross-year validation, they would lose their federal aid. 
Organization of the Study 
This study is organized into five chapters.  Chapter One introduced the issue of prior-prior year as 
well as described the purpose of the study.  Chapter Two examines theory related to the topic and 
delivers a comprehensive review of the extant literature on the topic of prior-prior year.  Chapter 
Three describes the data used in the study and the methods used to study the impact of prior-prior 
year on student financial aid eligibility.  Chapter Four presents the findings of the study.  Chapter 
Five will draw conclusions as well as cover implications and recommendations.  
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CHAPTER TWO: 
THEORY AND HYPOTHESES 
Introduction 
This chapter reviews academic literature related to the implementation of prior-prior year tax 
information on the FAFSA as well as discusses this study’s hypotheses.  First, the chapter begins 
with a discussion of theories contributing to the research.  PPY is then positioned within the greater 
research arena of FAFSA simplification.  Third, the relevant PPY research is reviewed and seminal 
works related to PPY are summarized.  Lastly, the research question is framed into this study’s 
hypotheses.  
Theories 
This section discusses three theories that underpin the framework of this study:  social mobility 
theory, human capital theory, and social capital theory. 
Social Mobility Theory 
Social mobility theory examines how people move vertically or horizontally between social 
statuses.  Horizontal movement is used to label movement from one social group to another but 
the subject has remained at the same status level.  Of particular interest in this study is vertical 
movement.  Vertical movement is used to label movement from one social group to another at a 
different status level.  The vertical movement can be upward or downward (Shkaratan, 2012). 
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Upward vertical mobility is associated with better outcomes for individuals (Iveson & Deary, 
2017).  Specifically, groups with higher social status enjoy access to “material things, educational 
opportunities, healthful environments, and economic growth. It is also an important predictor of 
health across the lifespan, with people of lower social status having both higher morbidity and 
mortality” (Johnson, Brett, & Deary, 2010). 
Social mobility can be measured intergenerationally or intragenerationally.8  Intergenerational 
social mobility considers the vertical movement of a unit, usually a family, from one generation to 
another.  Intragenerational social mobility considers the vertical movement of an individual that, 
by definition, takes place within a single generation.  Intragenerational social mobility is 
considered short-term compared to intergenerational social mobility.  Sustained mobility takes 
longer.   
Research has shown that children whose parents moved down in mobility had less education than 
peers in the status of origin but better than peers in the status of destination and the converse was 
true (Plewis & Bartley, 2014).  Beginning in the mid-1900s, the United States made significant 
investment into higher education as a means of providing upward social mobility to citizens 
(Goldrick-Rab et al., 2016).    Research has shown that a college degree is essentially a requirement 
for social mobility (Baum et al., 2013; Buyyounouski, 2010; Engle & O'Brien, 2007; Goldrick-
Rab et al., 2016).     
Not surprisingly, research has also shown the general lack of intragenerational mobility of the 
household heads for students during the brief few-year periods students complete their financial 
aid applications (Dynarski & Wiederspan, 2012; Kelchen & Jones, 2015; National Association of 
                                               
8 Researchers interested in exploring within-generation social mobility should search for both 
“intragenerational” and “intra-generational.” 
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Student Financial Aid Administrators (NASFAA), 2013; Rueben et al., 2015). Researchers then 
asked, given the general lack of intragenerational social mobility—specifically, the lack of income 
changes—during brief periods, could applicants not achieve similar aid eligibility results with 
relatively recent income data, not necessarily waiting for the data that become available late in the 
traditional student’s senior year of high school? 
Providing an opportunity for upward social mobility has been the argument for awarding student 
financial aid so otherwise-able students could afford college degrees.  Given how very slow 
upward social mobility is achieved and the need for a completed degree to achieve it, social 
mobility theory is also a justification for considering older income data on the FAFSA, specifically 
the argument for the use of PPY. 
Human Capital Theory 
Human capital theory examines the value of the knowledge, skills, creativity, and attitudes a 
worker brings to the process of creating economic value.  This theory was advanced by Schultz, 
particularly in the arena of education.  Schultz compared wages of different groups and asserted 
organizations pay higher wages to more educated workers due to the additional economic value 
they create for the organization (1961).  Those higher wages can lead to upward vertical social 
mobility described in the previous section.  In the context of education, Schultz developed concepts 
relating to human capital and the individual.  Individuals must make investments of time and other 
resources to secure or enhance the knowledge, skills, creativity, and attitudes necessary to create 
or improve the products (Schultz, 1961).  Schultz found forgone earnings as often overlooked in 
educational planning and asserts that lost earnings of the student during the period of building 
human capital are in excess of the real cost of capital formation (Schultz, 1968). 
Higher education is often seen as “an investment in human capital that can provide an individual 
with the means to improve their earning potential and employment prospects,” (Esson & Ertl, 
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2016).  In fact, education is identified as the primary mechanism for increasing human capital 
(Becker, 1993).  Researchers have argued that United States educational policy and investment in 
student financial aid, while ideally tied to upward social mobility, often focused on more practical 
outcomes like improved gross domestic product via investment in additional human capital 
through the distribution of student financial aid (Palmadessa, 2017). 
Even with this understanding of the importance of investment in human capital, it is not always so 
clear to the consumer:  potential college students.  Nonetheless, while the potential consumer of 
education often is not able to fully predict outcomes from choosing to attend college or not nor 
does the potential consumer always behave rationally as economic theory often assumes, human 
capital theory predicts and research has confirmed that “more financial aid leads to increased 
college entry and therefore completion,” (Boyd, 2014).  (The following section on FAFSA 
simplification expands on the challenge of helping the consumer, the student, get visibility into the 
investment and rewards from investment into human capital.) 
So how does financial aid increase entry and completion?  First, the aid acts as an offset.  The 
investment of money to complete a college degree by students could have been offset or delayed 
by the awarding of student financial aid in multiple forms including grants (funds that did not need 
to be repaid), loans (funds that had to be repaid), and work (jobs that earnings did not count against 
calculations for additional student financial aid).   
Second, the calculation for determining the maximum aid allowable for a student receiving federal 
Title IV aid covers a wide range of expenses.  In the years of interest for this study, the calculation 
to determine eligibility for aid began with subtracting the EFC from the cost of attendance (COA).  
The cost of attendance included tuition, fees, books, supplies, and other direct costs.  However, it 
also typically included housing, food, and personal expenses for the student.  In the case where the 
student was attending at least halftime, not in correspondence classes, and not responsible for 
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dependents (like their own children), this cost of attendance was designed to take into account 
most expense centers students experience during enrollment.9  Where financial aid was sufficient 
to cover all unmet need (the difference between the COA and the EFC), it was possible the student 
subsisted on the financial aid. 
Loans can offset lost wages while enrolled for some students (Abernathy et al., 2013).  Researchers 
have found that schools choosing not to offer loans—typically to reduce the schools’ risk of losing 
eligibility to participate in federal aid programs due to high default rates—may have 
unintentionally impacted students’ ability to replace earnings with student loans thus causing 
students to have to work during enrollment and negatively impact their outcomes.  The non-
borrowing students’ time spent working created an opportunity cost great enough to decrease 
attempted credit hours by 19 in their first year of enrollment when compared to peers who had 
access to student loans (Wiederspan, 2015). 
If aid acted as an offset to decrease or delay the expense of education and the calculation for 
determining aid was designed to include all of the student’s expenses centers, human capital theory 
may offer some insights into why different households have different outcomes.  Let’s consider 
the three types of student statuses and how the household was prepared to make the investment in 
education.   
Dependent students, who likely had to forgo income to attend, typically did not have sizable 
income.  Their parents, whose income was taken into consideration for determining the family’s 
ability to pay, needed not forgo income to attend.  As social mobility would have predicted little 
                                               
9 https://ifap.ed.gov/fsahandbook/attachments/1718FSAHbkVol3Chapter2.pdf  
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volatility in parental income changes and the magnitude of the change in student income would 
have likely been small, the change to PPY would likely have little impact on these records. 
Unfortunately, the parent in the household just described in the previous paragraph would have 
had a vastly different experience.  For working parents who wished to go back to school, the 
decision to forgo wages during the period of enrollment would have had a much larger impact on 
the family’s financial health.  Additionally, researchers found that low-income students still had 
thousands of dollars per year in unmet need—the difference between the COA and EFC—and low-
income parents who wished to go back to school had even more unmet need as the COA calculation 
did not reflect the additional number of household members beyond the student (Polakow, 2004).  
While the argument for the investment in education may have been compelling for these working 
parents, the offset—especially for the most at-risk families of low-income—was not adequate and 
the expense centers in the aid calculations did not take the students’ whole financial situation into 
account.  Assuming the actors would make rational choices, working independent students with 
dependents whose incomes were necessary for the household to function would not likely have 
been in a position to sacrifice wages to attend school.  Independent students with dependents who 
were not previously working or who were able to attend without decreasing their professional 
workload would not have had this challenge.  They would also not have had a change in aid 
eligibility caused by the switch from PY to PPY because their choice to attend did not cause a 
change in income. 
The third student status, independent without dependents, had yet another experience.  Independent 
students without dependent were similar to dependent students in that they did not have children 
dependent on their income, so they were more at liberty to forgo income.  Moreover, the COA 
took most of their expense centers into account, unlike independent students with dependents who 
did not have costs of attendance that reflected the majority of their expense centers.  So, while 
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these students may have chosen to forgo income to make the investment in human capital, they 
had better odds of having their aid cover a larger portion of their expenses.  In spite of the 
temporary lack of income, these students were more likely to have had the fortitude to subsist in 
modest or inconvenient conditions for the duration of an academic program as dependent children 
were not dependent upon that lost income.   
To summarize, dependent students typically did not supply the majority of household income, so 
their delayed wages did not have a large impact on the decision to invest in human capital nor 
would the small change in income dramatically impact the EFC when using PPY instead of PY.  
Independent students with dependents were often a major source of household income and the 
COA did not reflect the whole household’s expenses.  In fact, low-income students and students 
who attended community colleges (like most single mothers attended) had 7 to 8.5 times as much 
unmet need as high income students attending public schools (Polakow, 2004).  As such, it was 
reasonable to deduct that low-income students providing the majority of income did not see the 
delay in wages as a viable option and avoided the investment of time and money in education.  
Independent students without dependents were often a major source of household income but the 
COA reflected close to their expenses so their temporary delay in wages were reasonable as those 
students anticipated a return on the human capital investment.   
Students with the dependency status of independent without dependents seemed most likely to 
have the largest shift in EFCs due to the implementation of PPY.  Moreover, Kelchen and Jones 
anticipated the move to PPY would have a significant impact on “independent students who 
worked before entering college,” (Kelchen & Jones, 2015). 
Social Capital Theory 
Coleman, in the title of his seminal work, placed prominent the relationship between human and 
social capital:  “Social Capital in the Creation of Human Capital” (Coleman, 1988).  In the work, 
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Coleman discusses the nature of social capital in that it is not like other forms of capital because 
social capital is between actors, not something in the actors or physical items associated with 
production.  There must be multiple actors and this form of capital is part of the interaction between 
them as well as the requirement that the interaction provides information that facilitates action.  
Coleman captures the difference between forms of capitals (1988, p. 100): 
Social capital, however, comes about through changes in the relations among persons that 
facilitate action. If physical capital is wholly tangible, being embodied in observable 
material form, and human capital is less tangible, being embodied in the skills and 
knowledge acquired by an individual, social capital is less tangible yet, for it exists in the 
relations among persons. Just as physical capital and human capital facilitate productive 
activity, social capital does as well. 
In an effort to understand how various sources of social capital impact students and college-going 
behaviors, researchers in the area of higher education examined the difference for middle- and 
upper-class families compared to lower-class families as well as the difference between legacy 
students (those whose parent(s) attended) and first-generation college students and how those 
differences impacted students’ abilities to get information needed to attend college. Particularly as 
it relates to first-generation students, researchers found that first-generation students were less 
likely to discuss college with their parents and requirements such as SAT and ACT entrance exams 
(Ceja, 2006).   
The whole picture, though, went beyond just income and parental college attendance—items that 
are closely tied to social class.  Researchers argue, when families made proactive investments of 
social capital into their children, there were significant changes.  Coleman provides an example of 
parents in a particular community securing additional copies of school textbooks so immigrant 
mothers from Asia could help their children with their academics.  Coleman states, “Here is a case 
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in which the human capital of the parents…is low, but the social capital in the family available for 
the child's education is extremely high” (1988, p. 110). 
Guidance counselors are a tremendous resource to students to provide information to facilitate the 
action of attending college.  The interaction and call to action provided by a guidance counselor 
are clear examples of social capital:  the counselor has information to bestow, the information is 
designed to result in a call for action, and the interaction with the other actor (the student) are the 
fundamental components necessary to create social capital.  Researchers explored the relationship 
between guidance counselor and high school student interactions at schools grouped according to 
the college-going culture:  specifically, from high college-going culture where expectations, 
resources, and structures reinforced college attendance to low college-going culture where 
expectations, resources, and structures did not reinforce college attendance.  Researchers found 
that simply meeting with guidance counselors increased the likelihood a student attending a 
moderate college-going culture high school would attend a 4-year school (Robinson & Roksa, 
2016). 
Unfortunately, research has also shown that students attending schools in low-income areas have 
less access to guidance counselors (Gagnon & Mattingly, 2016), and to information needed to 
attend college due to the high student to counselor ratio at low-income high schools (Bryan, 
Moore‐Thomas, Day‐Vines, & Holcomb‐McCoy, 2011). 
Given the need for the investment of social capital to create human capital and the lower 
investment for first-generation, low-SES students, social capital theory offers a framework by 
which to consider the likelihood of those at-risk, potential first-generation college students will 
have secured guidance regarding the earlier FAFSA application date with the advent of PPY. 
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Summary 
Social mobility examines the shift in social groups as either the movement vertically (achievement 
of a higher social status along with the benefits or lower status with the associated losses) or 
horizontally (lateral moves among social groups).  Upward social mobility affords the attainer 
better results—from improved access to material goods to improved health outcomes.  The length 
of time it takes to achieve social mobility is often over multiple generations.  As such, one would 
expect metrics like income used on the FAFSA to have been relatively stable.  Therefore, does the 
older income information lend itself to substitution from one year to the next as proposed in early 
prior-prior year research? 
Investment in human capital serves as a main force to achieve upward social mobility.  A primary 
method to develop human capital is education.  The investment, however, must be made when 
possible.  Young people still dependent upon their parents had their parental income as the primary 
resource on the FAFSA and that income, as described in the context of social mobility, would not 
likely change dramatically during enrollment.  Those applying for aid who were no longer 
dependent upon parents but had to provide for dependents of their own were probably least able 
to forgo income to attend college and, therefore, likely seek ways to keep income steady while 
attending or not attend at all.  The last group of students, those who were independent and did not 
have to provide for dependents of their own were probably the most likely to see a change in 
income—a temporary downward change in the form of sacrificed wages.  Does it then follow that 
when a significant change occurred in income year-over-year—and resulting significant changes 
in EFC and Pell Grant awards—it was most likely to be in the case of those students who were 
independent and did not have dependents of their own? 
Social capital, key in the formation of human capital, focuses on the resources developed between 
actors.  The key component of social capital is that the capital provides information that facilitates 
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action.  In particular, the effect of social capital on human capital development is particularly 
poignant when examining human capital development intergenerationally.  As with Coleman’s 
example of the parents buying any extra copy of textbooks to assist their students, the investment 
does not necessarily call for high human capital, but the interaction between players is of interest.  
Parents, community members, and schools all play key roles in the development of students 
through sharing information with students.  With the advent of the use of slightly older income 
data thereby making the FAFSA available at earlier dates, what would the impact be on some of 
the most at-risk students—Pell-eligible, first-generation students—who likely did not have low 
student-to-counselor ratios, college-going cultures in their high schools, nor parents with 
knowledge of the application process available to provide guidance and assistance? 
Social mobility, human capital, and social capital offer theoretical lenses through which to view 
PPY and can provide direction in developing the research question of impact into hypotheses.  But 
first, two examinations are in order:  an examination of the larger arena surrounding PPY—the 
effort to simplify the FAFSA and make the application process less difficult—and, later, a review 
of what researchers have found thus far on the subject of PPY.  Both will assist to position the 
study within the context of practitioner concerns related to PPY. 
FAFSA Simplification 
Simply put, potential college students cannot respond to a price subsidy if they do not know 
it exists. 
-Dynarksi & Scott-Clayton, 2006 
 
During the period of interest for this study, the Free Application for Federal Student Aid (FAFSA) 
was the singular method for students to apply for federal student aid.  Given its status as the 
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gatekeeper to access all federal funds (Pell Grants, Direct Loans, Federal Work Study, and others), 
much research has focused on finding ways to make the form as simple as possible. 
Researchers found in 2004 that approximately 1.5 million students who would have been eligible 
for Pell Grant did not complete the FAFSA, likely due to the complexity of the aid application 
process (Asher, 2007).  By 2007-2008, the estimation of students who would have been eligible 
but did not apply had increased to 2.3 million (Scott & U. S. Government Accountability Office, 
2009).  These numbers did not include the number of potential college students who opted out of 
attending because of the difficulty of determining the possibility of a discount that would make 
college education affordable. 
In a study published in 2017, Kofoed found several characteristics have a significant impact on the 
likelihood of a student completing the FAFSA.  Students with the following characteristics are less 
likely to complete a FASA than their counterparts:  lower to middle income, white, male, 
independent, resident, and upper-class students (Kofoed, 2017). 
Researchers have focused on how the most at-risk population, low-income students, are 
discouraged by the complexity of the application process (Avery & Kane, 2004).  In addition to 
being the gatekeeper for federal aid, researchers have noted that the FAFSA also served as the 
official application for most state aid programs and institutional scholarships (Dynarski & Scott-
Clayton, 2006).  As such, if a student did not complete the FAFSA, they had to forgo, in addition 
to federal aid, state aid.    
Researchers have also observed that the application is significantly longer than the federal tax 
forms most families in the United States complete but the published estimates of time required to 
complete the form are significantly less than the shorter tax forms (Dynarski & Scott-Clayton, 
2006).  Figure 2 compares the number of pages on relevant federal forms:  tax returns and the 
FAFSA.  Most striking is the difference between the FAFSA, at 5 pages, and the 1040EZ, at 1 
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page.  Now consider the 1040EZ is designed for filers with thresholds on income from wages and 
assets.  And the FAFSA is supposed to be targeting aid to the most financially vulnerable students, 
likely the same population. 
 
 
Figure 2  Comparison of Federal Form Lengths:  Pages 
The number of questions on federal tax returns and the FAFSA are shown in Figure 3.  Again, the 
most striking difference is between the number of questions on the FAFSA and the 1040EZ as the 
FAFSA is about 3 times the length.  
Figure 4, unlike the previous figures showing more pages and questions on the FAFSA than any 
tax return, shows the estimated time to complete the tax forms according to the federal government.  
There appears to be a mismatch.  The chart shows the government estimates that the longer form, 
the FAFSA, takes significantly less time to complete than tax forms, even the 1040EZ that is the 
shortest and targeted to those with the least financial resources. 
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Figure 3  Comparison of Federal Form Lengths:  Questions 
 
Figure 4  Comparison of Federal Form Lengths:  Preparation Time 
In their working paper on the cost of the complexity, Dynarski and Scott-Clayton when on to assert 
that locating financial records is a significant obstacle for poor students due to higher frequency 
of changing addresses and family dysfunctions such as divorce and separation of children from 
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parents (Dynarski & Scott-Clayton, 2006). Part of their research proposed a new methodology of 
calculating aid eligibility using significantly fewer FAFSA fields.  They found that when they 
eliminated 80% of FAFSA questions, the Pell still stayed within $500 for 88% of sample. One 
minor change alone, getting rid of the worksheets at the end of the FAFSA, resulted in 91% of 
records getting Pell within $500 of the Pell award including the worksheet data in the calculations.  
They attributed this outcome to the fact that the worksheets focus on the extremes of income 
distributions (top or bottom of incomes).  Specifically, the values the applicants supplied on non-
worksheet fields either already disqualified the applicants for aid or they already qualified for the 
maximum aid; therefore, their aid eligibility was not impacted by the worksheet items. 
A study published in 2012 found an 8% increase in college attendance when assistance completing 
the FAFSA was provided that reduced application time to about 10 minutes compared to a group 
that only received additional information about applying for financial aid and a control group that 
received neither (Bettinger, Long, Oreopoulos, & Sanbonmatsu, 2012).   
Given the findings of the complexity associated with completing the FAFSA, the number of 
students not completing the process when eligible, and the impact when complexity is reduced, 
achieving the goal of simplifying the FAFSA seems paramount to improving outcomes for students 
and potential students alike. 
Pell Grant 
Since the early 1990s, the reported values on each student’s FAFSA has been used in a formula to 
create an index called the Expected Family Contribution (EFC).  The EFC is either zero or a 
positive whole dollar amount.  That index, if low enough, then drives the award amount of the 
Federal Pell Grant for each aid applicant.  Students with a 0 EFC qualify for the maximum Pell 
Grant (Goldrick-Rab et al., 2016).   
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For the 2017-2018 year, the maximum Pell Grant for a 0 EFC student was $5,290 over two fulltime 
semesters (Federal Student Aid (FSA), 2016).  As the EFC increased, the Pell decreased, as seen 
in Figure 5.  As has been the general rule of the Pell Grant calculation, for the 2017-2018 year, as 
the EFC went up by 100, the Pell Grant went down by $100.  Students with EFCs between 5301 
and 5328 were awarded $606; however, beginning at EFCs of 5329, applicants received no Pell. 
 
Figure 5  Pell Grant Amounts 2017-2018 
The distribution of Pell Grants is fairly targeted.  Stedman, in his 2003 report to the United States 
Congress, found the Pell Grant is awarded almost exclusively to applicants with family incomes 
below $40,000 per year (Dynarski & Scott-Clayton, 2008).  Given the targeted nature of the grant 
and the low-income of the families who are eligible for Pell Grant, the impact on these students of 
any policy change is the subject of much discussion. 
Researchers and practitioners alike often use eligibility for Pell Grant as a proxy for indication of 
the highest need aid applicants (Brock, Mayer, & Rutschow, 2016; Mezza & Sommer, 2016; Scott-
Clayton & Minaya, 2016).  The rest of this study, too, will use eligibility for Pell Grant as a proxy 
for indication of low income and, when discussing college costs, high financial need.  Although 
the Pell Grant has failed to keep pace with rising costs associated with college attendance (Lassila, 
2010), it is still a significant source of aid for the most at-risk students and continues to serve as 
the proxy for indication of financial need. 
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Verification 
Once a student submits the FAFSA, the application process may be incomplete and the complexity 
may increase.  Verification is the process of selecting a FAFSA for an additional review to verify 
the information reported on the FAFSA with documentation including IRS-provided tax 
transcripts as well as statements about the nature of the household size and those in the household 
who are enrolled in college, etc.  The FAFSA record, in addition to possibly being flagged for 
verification by the Department of Education, may also be selected for verification by the college 
or university.  Schools have the requirement to collect additional information to confirm values 
when there is conflicting information on file.  The selection by institutions sometimes take on the 
form of gatekeeping as financial aid administrators perceive protecting tax payer dollars from 
abuse as part of their duties (Cochrane, Institute for College, & Success, 2007). 
Researchers have found California community colleges report approximately somewhere between 
55% and 65% of FAFSA completers are selected for verification (Cochrane et al., 2007).  This is 
surprising given that, until the 2012-2013 school year, schools were only required to complete 
verification on up to 30% of records.  Through 2011-2012, schools could choose to stop forcing 
students to complete verification once the institution had verified 30% of records.  There are also 
many institutions that choose to verify all aid applicants even though research shows there is no 
measurable benefit realized through the additional process (Asher, 2007; Davidson, 2015). 
Starting in 2012-2013, the cap on the percentage of records schools must verify was removed.  In 
2017-2018, schools began to report unusually high rates of selection for verification.  The new 
unlimited verification selection process matched with unusually high selection led the Department 
of Education to adjust the algorithms used to select applications for verification.  NASFAA, in 
response to member institutions reporting drastic spikes in verification selection rates, requested 
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the cap be reinstated (National Association of Student Financial Aid Administrators (NASFAA), 
2018). 
The cost of verification is well-documented in the literature.  It was estimated schools spent almost 
$100 per record to perform verification in 2005 and, overall, $432 million confirming FAFSA 
values10 (Asher, 2007; Davidson, 2015).  Researchers have found that close to half of the time, the 
process of completing verification has no impact on the EFC (Evans, Nguyen, Tener, & Thomas, 
2017). 
Prior-Prior Year Empirical Studies 
Use of income information to determine eligibility for financial aid is based on the understanding 
that income inequalities call for different subsidizes for families with different financial situations.  
For many years, those calculations were based on the immediately preceding year’s income 
information.  Prior-prior year income information was explored by several researchers as a means 
for securing the income information earlier and, possibly, notifying potential students earlier of 
their eligibility for financial aid.  
A literature review was performed on prior-prior year as follows.  All articles with “prior-prior 
year” and “student financial aid” in Google Scholar, USF Library, and ProQuest Dissertation & 
Theses Global databases were collected.  The number of results were 68, 146, and 6, respectively.  
Duplicates were removed.  After reading abstracts or introductions and removing inapplicable 
sources, 29 articles and practitioner pieces were selected, read, and segregated into empirical and 
non-empirical sources.  Additional sources were added based on bibliographical references. 
                                               
10 This cost estimation does not include where more than one college completed the verification process on 
the same application. 
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Two sections follow.  The first describes all six empirical studies discussing the topic.  The next 
section discusses the observations and assertions from non-empirical sources. 
Study 1:  Office of Postsecondary Education (1997)  
The OPE took all federal financial aid applicant income information from 1995-1996 and 1996-
1997 and then charted how the income, year-over-year per aid applicant, changed.  OPE found 
over 50% of families had changed income ranges incremented by $10,000 (Advisory Committee 
on Student Financial Assistance, 1997).   
In this piece, OPE asserted about 63% of all aid applicants had either over- or underestimates of 
income.  The implication was that use of two-year-old data would have significantly different 
awards.  In one direction, it caused students with year-over-year increasing income to get more aid 
than their more recent one-year-old financial information would have warranted.  Conversely, 
students with declining income would be harmed by delayed use of more recent decreased income.  
This methodology did not consider the complexity of the EFC formula that used dozens of 
variables to determine the EFC and, therefore, the student’s Pell eligibility.  Exploration of a series 
of individual cases could have been helpful to better understanding why using 10,000-incremented 
income range variability was not the best indicator for eligibility.  For example, because a family 
moved from $9,999 to $10,001 income did not mean their financial aid eligibility has changed 
significantly.  Conversely, a family could have the exact same income two years in a row and 
either lose or gain Pell eligibility based on other factors in the formula like an increase in family 
size or one less in college (Advisory Committee on Student Financial Assistance, 1997). 
The key takeaway was that two thirds of students would get a different Pell Grant if PPY was 
implemented and the change would disadvantage most students. 
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Study 2:  Madzelan (1998) 
According to researchers, Madzelan took financial aid applicant income data for individuals year-
over-year in his unpublished report called HEA Reauthorization Issue:  Using Prior-Prior Year 
Income.  They reported he found that PPY data were 82% accurate versus only slightly better PY 
income at 87%. The resulting assertion was that there is not a tremendous amount of variance in 
eligibility due to switching from PY to PPY as most of the variance was caused by using PY 
instead of current year tax information that (as one considers students typically start school in the 
fall which is half way through the current year) is not data available at the point of student financial 
aid application availability.  The implication was that PY is 13% inaccurate and the additional 5 
points of inaccuracy with PPY was acceptable as the costs experienced by a few are significantly 
outweighed by the benefits to the majority of student aid applicants (Kelchen & Jones, 2015; 
National Association of Student Financial Aid Administrators (NASFAA), 2013).     
The key takeaway was that PPY data were only 5% less accurate in predicting PY values (87% 
instead of 82%). 
Study 3:  Dynarski and Wiederspan (2012) 
The researchers asserted that use of PPY data would allow all students to use a FAFSA-IRS link 
to bring in old income information.  They used National Postsecondary Student Aid Survey 
(NPSAS) application data with 35,000 records representing about 5 million college students.  They 
used the 2008-2009 data set from the income tax return filed in 2007 (2006 earnings) on the 2008-
2009 FAFSA to compute the PPY EFC.  They compared it to the result calculated when they used 
the income filed in 2008 (2007 earnings) for the PY EFC.  They found  there was no change in 
Pell eligibility for 67% of students.  The Pell award, on average, changed about 87%.  They also 
found that 77% of students had a change of Pell eligibility of $500 or less.  The study included 
additional findings regarding cost.  The study estimated if PPY was implemented the average Pell 
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Grant would increase by $87 per student and the Pell program cost would increase by 
approximately $300 million overall (Dynarski & Wiederspan, 2012). 
The key takeaway was 77% of students had a change of Pell eligibility of $500 or less. 
Study 4:  NASFAA (2013)  
The researchers took the application data for years spanning 2007-2008 through 2011-2012 and 
simulated EFCs and Pell awards using PPY instead of PY and found 77% of the time, the student’s 
Pell Grant changed no more than $500.  The sample had approximately 73 thousand students from 
public and private, non-profit but none from private, for-profit schools.  Although approximately 
half of US students are independent, the sample used was 75% dependent students (National 
Association of Student Financial Aid Administrators (NASFAA), 2013).  They analyzed the 
impact based on several factors including the applicant’s dependency status and the type of 
institution the applicant attended.   
NASFAA found significant differences on the impact of PPY based on students’ dependency 
status.  In particular, only 28% of dependent students saw any change in their Pell awards and 29% 
of independent with dependents saw a change.  Forty-one percent of independent students without 
dependents, however, saw a change to their Pell awards.  Only 14% of the overall sample saw a 
change in Pell over $1000 (National Association of Student Financial Aid Administrators 
(NASFAA), 2013).  
Similarly, NASFAA found the type of institution had a significant impact on the outcomes when 
using PPY instead of PY.  For community colleges, only 63% of students would have had the same 
Pell Grant award if PPY data were substituted for PY data.  In comparison, 4-year schools with 
relatively few Pell Grant recipients had significantly better results:  students at those schools kept 
the same Pell award after switching from PY to PPY almost 74% of the time (National Association 
of Student Financial Aid Administrators (NASFAA), 2013).  
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The key takeaway was the Pell award amounts changed less than $500 for 79% of dependent 
students and independent students with dependents, but only 67% of independent without 
dependents. 
Study 5:  Kelchen and Jones (2015) 
The researchers used the same data as the previous 2013 NASFAA study.  Kelchen and Jones 
simulated EFCs and Pell grants using PPY instead of PY, noting when students either moved into 
or out of Pell range.  They then aggregated records into groups based on dependency status.  Their 
findings were that independent students with dependents changed Pell status at a rate of 5.2%.  
Dependent students changed Pell status (moved into or out of range) at a rate of 9.3%.  The most 
at risk students, independent without dependents, changed Pell status at a rate of 11.4% (Kelchen 
& Jones, 2015). 
Researchers observed independent students without dependents had awards an average of $88 less 
when PPY was used in place of PY.  All else constant, they also simulated that deployment of PPY 
could save as much as $37 million, probably due to independent students’ loss of Pell eligibility 
caused by using tax data from when they were more likely working in the PPY year than the PY 
year.  Conversely, they estimated the high side of the cost of implementing PPY to be 
approximately $1.35 billion.  They attributed this to use of professional judgements that would 
allow students to effectively choose the lower year’s income and an increase in enrollment due to 
earlier notification of eligibility (Kelchen & Jones, 2015). 
The key takeaways were, first, students most likely to experience a change in Pell were those with 
the specific dependency status of independent without dependents and, second, the average award 
would go down, not up as suggested by Dynarski and Wiederspan.  
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Study 6:  Rueben, Gault, and Baum (2015) 
The researchers used NPSAS data for 2011-2012 and 2012-2013 with a sample of about 37 
thousand observations.  They simulated EFCs and Pell grants using PPY instead of PY.  They 
observed that 80% of the time, for families with incomes under $30,000, the EFC resulting from 
PPY was within 500 of the EFC for PY.  This would roughly approximate to a similar $500 change 
in Pell.  Researchers saw an average Pell decrease of $5 for all recipients.  They found a $300 
million increase in Pell expenditures.  The researchers did not include costs associated with an 
increase in professional judgements as they predicted it unlikely students would request them even 
though appropriate (Rueben et al., 2015). 
The key takeaway was three-quarters of students had PPY Pell awards within $500 of their PY 
awards. 
Summary 
Early PPY research focused exclusively on the amount family incomes changed and, as a result, 
assumed drastic changes to Pell eligibility and poor outcomes for students (Advisory Committee 
on Student Financial Assistance, 1997; Madzelan, 1998).  Researchers eventually started 
simulating Pell Grant awards by taking actual FAFSA tax data in one year and determining the 
resulting Pell Grant in a later year.  The more recent simulation research indicated from seventy to 
eighty percent of students would likely qualify for a PPY Pell award within $500 of their PY award 
amount, noting independent students without dependents would be most at risk for a change in 
Pell amounts exclusively due to the switch from PY to PPY tax information on the FAFSA 
(Dynarski & Wiederspan, 2012; Kelchen & Jones, 2015; National Association of Student Financial 
Aid Administrators (NASFAA), 2013; Rueben et al., 2015).   
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Additional Prior-Prior Year Literature 
The FAFSA is the mechanism used to distribute taxpayer dollars secured by the government and 
distributes them to students via colleges and universities.  Literature on the subject of prior-prior 
year has taken various positions based on the impacts expected for those stakeholders:  taxpayers, 
government, colleges and universities, and students.  The following section discusses those 
positions and observations. 
Taxpayers 
Of keen interest has been the impact on taxpayers.  An early piece indicated unintentional errors 
accounted for up to 11% of federal student aid being awarded in error and some of that was due to 
use of old income information (National Research Council, 1993).  Most of the early arguments 
insist the use of PPY cannot be justified when more recent information (PY) is available (United 
States, 1998).  Part of the anti-PPY argument was based on the assumption that asset information 
would no longer be collected and, therefore, the older income and missing asset information would 
cheat taxpayers as less-than-possibly accurate awards would be made (United States, 1998).   
Government 
Early arguments against PPY insisted movement to older tax information would force states to 
collect PY information from additional forms (Advisory Committee on Student Financial 
Assistance, 1997) and destabilize the Department of Education’s then-recent five years of effort 
to simplify and integration (United States, 1998). 
Part of the early discussions of FAFSA simplification included dialogue of retrieving income data 
directly from the IRS instead of having families complete those questions on the FAFSA.  Before 
PPY, most students completed the FAFSA in the same spring that their families completed their 
tax forms.  In this scenario, the IRS would not yet have received the data needed immediately for 
use on the FAFSA.  Education officials indicated that use of IRS data retrieval processes would 
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not be helpful to most students unless data from two years prior were used in place of the data 
from one year prior (Scott & U. S. Government Accountability Office, 2009). 
Colleges and Universities 
Research focusing on the impact of PPY on colleges and universities anticipated many problems 
due to a shift to PPY.  Early work estimated over half of records would need to be recalculated 
due to the inaccuracy of the older data and, therefore, create a tremendous amount of administrative 
burden for the institutions (Advisory Committee on Student Financial Assistance, 1997).  
Researchers indicated the switch from PY to PPY would cause more private institutions to adopt 
supplemental forms in an effort to collect more recent information as it would not be available via 
the FAFSA as it had been (Kelchen & Jones, 2015; United States, 1998).  Researchers also 
anticipated a significant increase in the number of professional judgements as families would likely 
ask that more recent information be used to calculate their aid eligibility (Kelchen & Jones, 2015; 
Shaffer, Sohl, & Steele, 2016).  Given the additional length of time provided by the advent of the 
earlier application timely, concerns surfaced with regard to allowing families a longer negotiation 
period and increasing the bottom line as discount rates would likely increase (Boeckenstedt, 2015). 
Some research indicated there simply may be tradeoffs.  The impact on institutions’ administrative 
burden was theorized to essentially have a net change of zero as the increase in professional 
judgements would be offset by the decrease in verification (Asher, 2007; National Association of 
Student Financial Aid Administrators (NASFAA), 2016; Sutton, 2016).  There was also the 
expectation that there would be technical challenges impacting schools initially, but they would 
be worked out within the first or second year (National Association of Student Financial Aid 
Administrators (NASFAA), 2016; Sutton, 2016). 
Other researcher asserted there would be significant benefits outweighing possible problems.  
NASFAA’s research indicated the early application availability would allow schools additional 
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time to process professional judgements (2013).  The Department of Education indicated the shift 
to PPY would align the financial aid application process with the admission process (2015).  
Researchers also expected the change to PPY from PY would increase access and, therefore, 
enrollment (Dynarski & Scott-Clayton, 2008; Kelchen & Goldrick-Rab, 2013; Kelchen & Jones, 
2015). 
Potential (Incoming) College Students 
Researchers examining the probable impact on potential college students identified several 
concerning issues that could arise.  Early research indicated students with the lowest 
socioeconomic status would be most hurt by the transition to PPY as their aid would decrease 
(Advisory Committee on Student Financial Assistance, 1997).  Researchers were concerned that 
students would suffer from the likelihood schools would require students to complete additional 
forms due to the older data on the FAFSA (Advisory Committee on Student Financial Assistance, 
1997; United States, 1998).  Similarly, just as researchers worried about the burden for schools 
completing the professional judgement process, the same burden would exist for families 
collecting documentation for the professional judgement.  Concerns arose for families and students 
who did not file taxes and their ability to recall income data (Scott & U. S. Government 
Accountability Office, 2009).  Researchers also indicated the earlier income information could 
allow admissions offices to stop being need-blind in their selection process as the staff would know 
the families’ abilities to pay at the point of admission (Boeckenstedt, 2015; Shaffer et al., 2016).  
Researchers also indicated that simply making the form available earlier does not necessarily mean 
students will take advantage of the earlier application.  In fact, they postulated that those least in 
need of assistance could possibly use the new earlier application more than those most in need of 
financial aid (Cannon & Goldrick-Rab, 2016). 
  
44 
But most research focused on potential college students and the impact of switching to PPY drew 
the conclusion that the change would be good for new students.  Researchers indicated the earlier 
FAFSA availability would allow families more time to apply and decide about attending college 
(Abernathy et al., 2013; Advisory Committee on Student Financial Assistance, 2013; Applegate 
& Fulton, 2016; Baum, 2015; Dynarski & Scott-Clayton, 2008; Kelchen, 2014; Kelchen & Jones, 
2015; National College Access Network (NCAN), 2012; Nienhusser & Oshio, 2017; Stone, 2005; 
U.S. Department of Education, 2015).  Contrary to earlier research, NASFAA found students with 
the highest need for financial aid would have the best outcomes (2013).  Researchers indicated 
potential students and their families were more likely to be able to use the IRS DRT (Dynarski & 
Scott-Clayton, 2008; National Association of Student Financial Aid Administrators (NASFAA), 
2016; Rueben et al., 2015; Shaffer et al., 2016; Wiederspan, 2015).  Researchers pointed to the 
benefit of using older income data and, therefore, allowing all students to make their respective 
state grant deadlines (National Association of Student Financial Aid Administrators (NASFAA), 
2013; Stone, 2005; U.S. Department of Education, 2015).  Another benefit expected was that 
potential students would have their award information earlier and, as a result of the timeliness, be 
less likely to choose nontraditional enrollment patterns (Butler, 2016).  The additional benefit of 
families not having to estimate income was identified as well (Dynarski & Wiederspan, 2012; 
National Association of Student Financial Aid Administrators (NASFAA), 2013; Shaffer et al., 
2016; U.S. Department of Education, 2015). 
Additional benefits to potential college students included:  PPY would reduce the number of 
students who do not apply but are otherwise eligible (Kelchen & Jones, 2015); the change to PPY 
would have a minimal impact on Pell award amounts (Rueben et al., 2015; Wiederspan, 2015); the 
change would result in less manual data entry and fewer applications being selected for verification 
(Shaffer et al., 2016); the reduction in the complexity of the application would directly improve 
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accessibility (Bird & Castleman, 2016; Scott-Clayton, 2015); and the alignment of the admissions 
and financial aid application processes (U.S. Department of Education, 2015). 
Returning College Students 
Compared to what was written about the switch to PPY and its impact on potential college students, 
very little research discussed the impact on returning students.  Just as with potential college 
students, early research indicated students with the lowest socioeconomic status would be most 
hurt by the transition to PPY (Advisory Committee on Student Financial Assistance, 1997) and 
returning students also would be harmed by requirements to complete additional forms due to the 
older data on the FAFSA (Advisory Committee on Student Financial Assistance, 1997; United 
States, 1998). 
Researchers indicated it was likely PPY would have no impact on college completion (Advisory 
Committee on Student Financial Assistance, 2013).  While they did not expect improvement to 
completion, researchers anticipated some of the same benefits as those listed above for potential 
students: NASFAA anticipated students with the highest need for financial aid would have the best 
outcomes (2013); families would not have to estimate income (Dynarski & Wiederspan, 2012; 
National Association of Student Financial Aid Administrators (NASFAA), 2013; Shaffer et al., 
2016; U.S. Department of Education, 2015); the change would result in less manual data entry and 
fewer applications being selected for verification (Shaffer et al., 2016); returning students and their 
families were more likely to be able to use the IRS DRT (Dynarski & Scott-Clayton, 2008; 
National Association of Student Financial Aid Administrators (NASFAA), 2016; Rueben et al., 
2015; Shaffer et al., 2016; Wiederspan, 2015); PPY would reduce the number of students who do 
not apply but are otherwise eligible (Kelchen & Jones, 2015). 
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Additional Findings 
Early research asserted that PPY should be reserved for dependent students to be used during their 
junior year in high school as independent students’ income “as greater fluctuations in income make 
it infeasible for independent students to have their aid determined based on PPY income” (Stone, 
2005).   
Stone, even though advocating for using PPY for only some students, called for a pilot “to weigh 
the benefits of such a program against adverse effects on program cost or integrity” (2005, p. 38).  
The Government Accountability Office found aid community members expected a pilot study if 
PPY was deployed (Scott & U. S. Government Accountability Office, 2009).  The Advisory 
Committee on Student Financial Assistance indicated such sweeping changes should be piloted 
and failure to do so “is not in the national interest” (2013, p. 6).  Kelchen and Jones also called for 
a pilot with several regions or states (Kelchen & Jones, 2015) 
Hypotheses 
The following hypotheses were designed to test the theories presented by researchers described in 
the empirical studies.  This section will discuss each hypothesis and provide details on the 
selection, theoretical underpinnings, and related research. 
H1: Prior-prior year tax information yields Pell Grant award amounts within $500 of 
what students would have received in Pell Grant had prior year tax information been 
used. 
The first hypothesis was written to test Madzelan’s reported assertion that PPY tax data were an 
adequate substitute for PY tax data.  This assertion relied on the lack of social mobility, specifically 
the parent’s or independent student’s lack of intragenerational social mobility.  Theoretically, that 
would keep family income resources consistent during the relatively short period of enrollment.   
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Given researchers’ assertion that AGI was the critical component of the EFC and eligibility for a 
Pell was often used as a proxy to identify low-income aid applicants, substitution of PPY income 
for PY income would lead to similar results and the ideal PPY system would not change a student’s 
Pell status from what it would have been using PY data.   
Dynarski & Wiederspan estimated about 77% of students received a PPY Pell within $500 of their 
PY Pell award (2012).  Other researchers found 75% of students received a PY Pell award within 
$500 of what they would have received had PPY been implemented (Rueben et al., 2015). 
H2: Student records with the dependency status of Independent without Dependents 
will have a larger shift in Pell Grant amounts than the other two dependency statuses 
of Dependent and Independent with Dependents. 
The second hypothesis was designed to test NASFAA’s and Kelchen and Jones’ findings with 
regard to dependency status having had a significant impact on the likelihood of a student’s Pell 
Grant amount changing when PPY tax data were used instead of PY tax data (Kelchen & Jones, 
2015; National Association of Student Financial Aid Administrators (NASFAA), 2013).  While 
the families of dependent students would not necessarily experience a change in income, 
independent students may when decreasing hours or leaving jobs to attend college.  In fact, human 
capital theory would predict the rational actor would rather experience a short period of time with 
lower or no wages to secure measurably higher wages after degree attainment.  Those independent 
students with no dependents would be at most liberty to forgo current income in hopes of securing 
higher incomes at a later point in time.  NASFAA found that 79% of students other than 
independent without dependents would receive a PY Pell award within $500 of what they would 
have received had PPY been implemented but independent without dependents only stayed within 
500% about 67% of the time (2013) and Kelchen and Jones found similar results (2015).   
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H3:  New, first-generation, Pell-eligible students will be underrepresented in the 
sample that takes advantage of the early filing opportunity. 
The third hypothesis was designed to test whether the change to the timing of the availability of 
the FAFSA helped low-income students by having provided more time to file and weigh financial 
aid offers.  Specifically, did Pell recipients take advantage of this change or were researchers 
correct to speculate that families with higher incomes would be more likely to take advantage of 
the change (Cannon & Goldrick-Rab, 2016)?   
Social capital theory would indicate those students with the more people investing time and 
providing guidance will have the better outcomes and, therefore, be more likely to capitalize on 
the change to an early application availability date.  Researchers have asserted that in schools 
deemed to have high college-going culture, counselors spend their time on college preparation 
processes versus counselors in low college-going culture schools who spend most of their time on 
non-college counseling, discipline, and class assignments (Robinson & Roksa, 2016).  As such, 
we would expect low-income, or Pell-eligible, students to not increase in their rate of application 
and perhaps even decline. 
Additionally, in their research on April 15 Syndrome, researchers found evidence supporting their 
theory that those who owe taxes are more likely to delay filing and those who filed early were 
more likely due a refund (Slemrod, Christian, London, & Parker, 1997).  As such with PPY, 
families who pay taxes instead of receiving a refund created by a credit will have their taxes 
prepared in time for the earlier application unlike in prior years when they waited until after 
submitting their federal tax return.   
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Summary 
In conclusion, this chapter moved from theory to the study’s position within FAFSA simplification 
and PPY research to framing the hypotheses.  First, the theories of social mobility, human capital, 
and social capital were discussed and framed within the context of this study.  The relationships 
between the theories—social capital is a primary driver for development of human capital and 
investment in human capital is a primary source of upward social mobility—are touched upon. 
Then, PPY was positioned within a larger effort to simplify the FAFSA as research has shown the 
complexity is a significant barrier for those who may otherwise wish to attend college.  In the same 
section, there was discussion of how eligibility for a Pell Grant has served as a proxy for identifying 
low-income families and will do so in this study as well.  In the discussion of the existing studies 
on PPY, it was determined the ideal PPY system would have no impact on Pell Grant eligibility 
when switched from PY.  Historical studies were discussed with particular attention to the 
following:  NASFAA’s finding that most students get PY Pell awards within $500 of what they 
would have had PPY been implemented; Kelchen & Jones’ finding that dependency status may be 
a predictor in the likelihood of a significant shift in Pell Grant for a student; and Cannon & 
Goldrick-Rab’s indication that simply allowing an earlier application does not mean students who 
need aid the most will take advantage but those with the least need may very well. 
Finally, the goal of this PPY research was framed into hypotheses to (1) determine if PPY was a 
good substitute for PY, (2) identify if dependency status was likely to be a factor when there was 
an impact on Pell Grant amounts, and (3) determine if the first-generation, Pell-eligible population 
took advantage of the earlier filing opportunity with the goal of giving them more time to consider 
their options and ultimately enroll or lost ground.    
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CHAPTER THREE: 
METHODOLOGY 
Introduction 
This chapter discusses the population and sample used in the study.  It covers the data preparations, 
reiterates the research question, and discusses each hypothesis.  The chapter goes on to present the 
research design and the data analysis procedures.   
Description of Population and Sample  
The population of study was students who completed the FAFSA in three academic years:  2016-
2017 through 2018-2019.  The data used to complete this study were taken from Institutional 
Student Information Records (ISIRs), the electronic output file from the Department of Education 
in response to student FAFSA submissions.   
The sample used in this study was provided by CampusLogic.  CampusLogic is a premier financial 
aid technology firm that specializes in providing technical solutions to financial aid offices across 
the United States.  One of those specializations is ISIR collection on behalf of client colleges and 
universities through the product called StudentForms®.  CampusLogic provides tools to perform 
verification, the federally-required review of student aid applications.  CampusLogic works with 
over 450 colleges and universities; moreover, approximately 150 of those institutions of higher 
education pass student ISIRs through CampusLogic’s data collection mechanism for processing.  
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CampusLogic has been collecting ISIR information on behalf of schools for 6 years from 2012-
2013 to 2018-2019.   
Population and Sample 
The population for this research was financial aid applicants completing the FAFSA over a three-
year period.  The first year of interest was 2016-2017, a year that served as a baseline as it was the 
last year using prior year income information with the old application availability date of January 
1.  The second year of interest, 2017-2018, was the first application year where prior-prior year 
income data were used on the FAFSA.  The third year of interest, 2018-2019, was the second year 
where prior-prior year income was used on the FAFSA.  The 2018-2019 FAFSA was also the year 
where the 2016 tax information (i.e., prior-year income for 2017-2018) was supplied.  Tax 
information for 2016 was what would have been used on the 2017-2018 FAFSA had prior-prior 
year had not been implemented.   
As described in Figure 6, if prior year income had remained in use for 2017-2018, then 2016 tax 
data would have been used on the 2017-2018 FAFSA, not the 2018-2019 FAFSA.  As such, taking 
tax data from the PPY 2018-2019 FAFSA and using them in 2017-2018 EFC calculations 
essentially replicates what the 2017-2018 EFC would have been calculated had PPY not been 
implemented. 
 
Figure 6  Tax Information Supplied on 2018-2019 Was from 2016 Tax Forms 
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The sample records used for this research are those who attended institutions utilizing 
StudentForms® during 2016-2017 through 2018-2019.  The original sample size was 27,587,559 
FAFSA transactions in the 6 financial aid years available from CampusLogic. 
Institution Type 
United States colleges and universities are classified into three categories.  The first designation, 
public, refers to institutions primarily funded by state and federal dollars and includes state and 
community colleges.  The second designation, private, for-profit, refers to institutions primarily 
funded by private funds.  These schools have stakeholders seeking profits. The final designation, 
private, not-for-profit, also refers to institutions primarily funded by private funds but these 
schools do not have stakeholders seeking profits.   
According to statistics in the 2012 Almanac, for-profit institutions serve almost 10% of students 
(United States, 2012).  While many samples used in previous studies focused on first and third 
types of institutions (public and private, not-for-profit schools), this study’s sample included 
students attending the second type of institutions: for-profit institutions.  Eight for-profit colleges, 
with students from eleven campuses, were included in the sample.  The private, for-profit records 
accounted for 3.5% of the records in the sample. 
Table 4  Distribution of Students by School Type 
Summary Characteristics of Institutions in the Sample 
 School Size 
School Type % of Schools Avg Stu Min Stu Max Stu 
Private, for-profit 5% 7,000 400 52,600 
Private, non-profit 31% 5,100 300 84,300 
Public 64% 16,100 400 98,800 
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Subpopulations 
The subpopulations for this study were categorized by Pell award, dependency status, first-time 
students, and first-generation students.  This section will discuss those concepts. 
Pell Grant Eligibility 
The first hypothesis considers the amount of Pell Grant eligibility demonstrated by the student 
with PY income information compared to PPY income information.  Again, eligibility for Pell 
Grant is often used as a proxy to indicate low socioeconomic status (low-SES) and high financial 
need; therefore, Pell eligible students have been one of the primary focuses of policy change. 
Dependency Status  
There were three dependency statuses determined based on data provided on the FAFSA.  One 
was Independent without Dependents.  This status was assigned to students who are no longer 
considered dependent upon their parents and they did not have children in their family that they 
supported.  This particular status was of interest in that previous researchers anticipated this status 
would have measurably differently outcomes than the other two statuses:  Dependent and 
Independent with Dependents.  Dependent students are often referred to as “traditional students” 
in that they do not meet federal criteria to be considered independent, their education is a financial 
responsibility of their parent(s), and parental income information must be provided to apply for 
federal student aid.  The status of independent with dependents was assigned to students who were 
independent from their parents but supported children of their own. 
First-Time Students 
First-time students were those who indicated on the FAFSA that they “never attended college” and 
were a “1st year undergraduate.”  These students were of interest as advocates for the policy shift 
believed they were to benefit the most from an early FAFSA date as they had not yet enrolled in 
college and would benefit from more time to consider how to finance college for the coming years. 
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First-Generation Students 
First-generation students, for the purposes of this study defined as those who indicated both parents 
attended up to either “Middle School/Jr. High” or “High School,” were believed to be the most at 
risk for not being aware of the change in the FAFSA date to an earlier time.  The third hypothesis 
tested if there was a shift in the percentage of first-time, first-generation represented in the samples. 
Data and Preparation 
The following section details the reasons for removal of specific types of records, summary 
statistics on the records included, and assumptions made. 
Observations Removed 
For testing the first and second hypotheses, a subset of records was used for analysis.  This section 
discusses the types of records removed from the analysis and why they were removed.  Each type 
of records removed includes references to Tables 5 or 6 that detail record counts. 
Duplicate records. 
Of the over 27 million ISIR records supplied, many were duplicate records with the same student 
applying to multiple institutions in the same year on the same FAFSA or duplicative entries in the 
origin system database structure.  Where multiple ISIR records had the same student ID, award 
year, and ISIR transaction number, all but one record was removed from the samples.  In the case 
of H1 and H2, there were 16,528,962 records removed due to being duplicate records (see Table 
5).   
For Other Year. 
The range of ISIR data supplied by CampusLogic covered years 2012-2013 through 2018-2019.  
ISIR data provided for different years than those being tested were removed from the samples. 
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In the case of H1 and H2, there were 3,406,974 records removed due to being records from the 
wrong years (see Table 5).  For H3, there were 25,079,482 and 23,078,605 ISIR records removed 
due to being from the wrong years of 2016-2017 and 2017-2018, respectively (see Table 6). 
Graduate Students. 
Only undergraduate records were used in this study.  Federal Pell Grant, the proxy in this study 
for high need, was only awarded to undergraduate students.  As such, records marked as graduate 
students were removed from the samples.  In the case of H1 and H2, there were 685,225 records 
removed due to being graduate student records (see Table 5).  For H3, there were 239,618 records 
removed due to being graduate student records (see Table 6). 
Professional Judgement. 
Records with a Professional Judgement (PJ) were excluded from analytical sample as in previous 
studies (Kelchen & Jones, 2015).  PJ is the process by which an aid administrator makes 
modification to a FAFSA to yield an EFC more reflective of the family’s financial situation.  This 
process is initiated by the student or family.  It is often the result of changes like a loss of a job 
that is not yet reflected in reported income or expenses not reflected on the FAFSA like unusually 
high medical expenses.  As such, all records with a PJ in either 2017-2018 or 2018-2019 were 
eliminated from the H1/H2 sample because, by definition, an aid administrator made a modification 
to the data based on their discretion of what appropriately reflected the family’s financial health, 
not based on actual historical information.  In the case of H1 and H2, there were 14,753 records 
removed due to professional judgements (see Table 5).  As H3 is not attempting to detect 
differences from EFC changes within the same group but instead comparing application rates of 
different years of new students, no ISIRs were removed from this sample due to PJs. 
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Missing Record in Either Year. 
Only those with both 2017-2018 and 2018-2019 valid ISIR data were used for the H1/H2 sample.  
Those records without 2017-2018 FAFSA data would not show what was calculated for the PPY 
EFC for 2017-2018 and those missing 2018-2019 FAFSA data would not provide sufficient 
information to calculate what would have been awarded had PY been left in place for 2017-2018.  
In the case of H1 and H2, there were 1,617,806 records removed due to missing an ISIR in either 
2017-2018 or 2018-2019 (see Table 5).   
Incomplete Records. 
In the case of H1 and H2, there were 854,844 records removed due to being incomplete (see Table 
5).  As H3 is examining date of application, no records were removed due to this issue. 
Previous ISIR Transactions. 
In the case of H1 and H2, there were 3,327,637 records removed due to being previous transactions 
(see Table 5).  As H3 is examining date of application, no records were removed due to this issue. 
Special Circumstances. 
In the case of H1 and H2, there were 82 records removed due to being special circumstances from 
the remaining sample of just over 1 million records (see Table 5).  As H3 is examining date of 
application, no records were removed due to this issue. 
Paired Records. 
In the case of H1 and H2, records were paired to see changes, per student, over two sets of data (see 
Table 5).  As such, the remaining ISIR records selected for analysis, 1,151,276 was halved to 
reflect two ISIRs per student.  As H3 is not examining paired records per student, no records were 
removed due to this issue. 
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Dependency Status Changed. 
To prevent inclusion of records that reflected changes that could not be controlled for in replicating 
the EFC calculations, records that had a change in dependency status, household size, or number 
in college between 2017-2018 and 2018-2019 were also eliminated from the sample.  For example, 
a student who had been dependent in 2017-2018 but later was independent in 2018-2019 would 
not have had 2016 parental income available for PY EFC calculations.  Such records were thus 
excluded. In the case of H1 and H2, there were 24,603 records removed due to a chance in 
dependency status (see Table 5).  As H3 is examining between-group differences, not student year-
over-year differences in EFCs, no records were removed due to this issue. 
Missing Parent Marital Status. 
In the case of H1 and H2, there were 44 records removed due to missing parent marital status (see 
Table 5).  As H3 is examining date of application, no records were removed due to this issue. 
Number in College Changed. 
To prevent inclusion of records that reflected changes that could not be controlled for in replicating 
the EFC calculations, records that had a change in number in college between 2017-2018 and 
2018-2019 were also eliminated from the sample for H1/H2.  There were 81,954 records removed 
due to changes in number in college (see Table 5).  As H3 is examining between-group differences, 
not student year-over-year differences in EFCs, no records were removed due to this issue. 
Gained or Lost Children to Support. 
In the case of H1 and H2, there were 6,493 records removed due to changes in having dependents 
to support or not, a critical factor in determining the appropriate dependency status and EFC 
formula to use (see Table 5).  As H3 is examining between-group differences, not student year-
over-year differences in EFCs, no records were removed due to this issue. 
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Table 5  Record Tallies after Each Record Type Removal:  H1 and H2 
H1 and H2 Data Cleaning  Number of 
records 
Total 
Observations (Many Observations Per Student) 
Original Number of ISIR Records - NA  27,587,55
9 
Duplicate Observations - 16,528,962 11,058,597 
For Other Year (neither 2017-2018 nor 2018-2019) - 3,406,974 7,651,623 
Graduate Students - 685,225 6,966,398 
Professional Judgements - 14,753 6,951,645 
Student Did Not Have Record in Both Years - 1,617,806 5,333,839 
Incomplete Records - 854,844 4,478,995 
Previous ISIRs in Same Year - 3,327,637 1,151,358 
Special Circumstances  - 82 1,151,276 
Final Unpaired ISIR Count   1,151,276 
Paired (Two Observations per Individual Student) 
Previous Number of Observations, Paired ÷ 2 575,638 
Student dependency status changed - 24,603 551,035 
Missing Parent Marital Status (Dependent Only) - 44 550,991 
Number in College Changed - 81,954 469,037 
Gained or Lost Children to Support - 6,493 462,544 
Final Student Count with Paired ISIR Records   462,544 
 
For the third hypothesis, only undergraduate records from schools with valid ISIR data for 2016-
2017 and 2017-2018 were used.  Unlike tests for the first two hypotheses, individual students did 
not need to have records in both years.  However, if a school did not have ISIR data available for 
both years, they were excluded from the sample.  The purpose of only using data from schools 
with information in both years was to discover change in rates of participation at the same set of 
schools.  Introduction of additional schools in only one of two years could show a chance of rate 
due to the nature of the applicants at the individual school, not that there was a year-over-year 
change at the school.  The rate of Pell-eligible applicants in the first quarter of 2016-2017 FAFSA 
availability was measured against the rate of rate of Pell-eligible applicants in the first quarter of 
2017-2018 FAFSA availability. 
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Table 6  Record Tallies after Each Record Type Removal:  H3 
H3 Data Cleaning  Number of 
records 
Total 
2016-2017 Observations 
Original Number of ISIR Records - NA  27,587,559 
For Other Year (not 2016-2017) - 25,079,482 2,508,077 
Graduate Students - 239,618 2,268,459 
Not from Selected 20 Schools - 2,012,682 255,777 
Applied after First Quarter (April 1, 2016 or later) - 116,854 138,923 
Final ISIR Count for 2016-2017   138,923 
2017-2018 Observations 
Original Number of ISIR Records - NA  27,587,559 
For Other Year (not 2017-2018) - 23,078,605 4,508,954 
Graduate Students - 436,534 4,072,420 
Not from Selected 20 Schools - 3,779,026 293,394 
Applied after First Quarter (Jan. 1, 2017 or later) - 207,701 85,693 
Final ISIR Count for 2017-2018   85,693 
 
Summary Statistics of Students 
The following details additional available observation information from the respective year ISIR 
records and displayed similarly to their Table 2 provided by Kelchen and Jones (2015) for 
comparison purposes. 
Table 7  Summary Statistics of Records in the Sample for H1 and H2 
Characteristic Paired PPY (2015 Taxes)* PY (2016 Taxes)** 
Dependency status, %    
Dependent 47.6   
Independent with Dependents 22.7   
Independent without Dependents 29.7   
Parent AGI reported, $  $79,524 $82,371 
Student AGI reported, $  $17,903 $20,064 
Expected Family Contribution, $  6,570 7,230 
Pell eligible, %  66% 63% 
Zero EFC, %  45% 42% 
Sample size 462,544   
* Provided on 2017-2018 FAFSA 
** Provided on the 2018-2019 FAFSA 
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Table 7 demonstrates the summary statistics of the overall sample used in the study.  About half 
of the sample was dependent students and the other half was comprised of the two types of 
independent students.  Both family income sources increased from 2015 to 2016.  Pell eligibility 
and zero-EFC rates remained relatively consistent year-over-year. 
Assumptions Made 
As the records were anonymized, some fields with Personally Identifiable Information (PII) were 
removed such as social security number, address, and gender.  Those fields related to state of 
residence and dates of birth that are used for calculating Pell Eligibility were also removed.  The 
following steps were taken to minimize the impact of the missing information. 
Missing State 
As the anonymized records did not include state of legal residence, a value for each of the three 
conditions of assessment (households with dependents other than a spouse with total income less 
than $15,000, households with dependents other than a spouse with total income in excess of 
$14,999, and households with no dependents) was used.  The value was calculated weighting each 
State and Other Tax Allowance according to the percentage of students originating from each state 
based on 2016 statistics provided by NCES.11  This series of calculations resulted in the following 
State and Other Tax Allowance: 
Table 8  State and Other Tax Allowance Used 
Rate Household description 
5.6% Households with dependents other than a spouse with total income less than $15,000 
4.6% Households with dependents other than a spouse with total income over $14,999 
3.6% Households with no dependents 
                                               
11 https://nces.ed.gov/programs/digest/d17/tables/dt17_304.10.asp 
  
61 
Missing Dates of Birth 
As parent and student date of birth was not supplied but is necessary for determination of the Asset 
Protection Allowance, the study used an age of 45 for all records, as prescribed for parents missing 
a date of birth in The EFC Formula12 documentation.  This is the same methodology used by 
previous researchers (Dynarski & Scott-Clayton, 2006).  
Measures and Variables 
The following lists key terms used in the analysis. 
EFC – The Expected Family Contribution is an index.  It is designed to behave as a measure of a 
student’s family’s financial strength and is calculated according to a formula established by law. 
The student’s family’s taxed and untaxed income, assets, and benefits (such as unemployment or 
Social Security) are all considered in the formula. Also considered are the student’s family size 
and the number of family members who will attend college during the year.13  For the years of 
interest for this study, the EFC was a whole number between 0 and 999,999.  The change to the 
EFC year-over-year was be of interest in the study as the EFC has a direct relationship with Pell 
eligibility.  This metric was a dependent variable. 
Pell Grant Award Amount – The Federal Pell Grant is a federal grant for undergraduate students 
who have not yet earned a bachelor’s or professional degree.  Pell Grants are awarded to the 
neediest of students, typically with an EFC of less than the maximum Pell Grant, although these 
amounts change annually.  The amount of the Pell Grant is awarded on an inverse scale where 
those with an EFC of 0 receive the maximum and generally each $100 increase in EFC causes the 
                                               
12 Available at https://studentaid.ed.gov/sa/sites/default/files/2017-18-efc-formula.pdf 
13 Adapted from https://fafsa.ed.gov/help/fftoc01g.htm 
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Pell Grant to decrease by $100.  The Pell Grant is a whole number and for 2017-2018, the 
maximum award amount was $5,920 (U.S. Department of Education, 2016).  Receipt of a Pell 
Grant is often used as a proxy in financial aid to call out the neediest of students.  The change to 
the Pell year-over-year was of primary interest in the study. This metric was a dependent variable. 
Pell Grant Status – Related to Pell Grant Award Amount, this indicates if the student 
demonstrated Pell eligibility greater than zero.  Those students who had a calculated EFC of less 
than 5329 would have been eligible for a Pell Grant and, therefore, had a Pell Grant Status of 
Eligible.  Those with an EFC higher than 5328 had a Pell Grant Status of Ineligible. 
Hypotheses and Analysis 
The purpose of this study was to discover the impact of the change from prior year to prior-prior 
year tax return information usage on the FAFSA.  Specifically, the research question is:  What is 
the impact of prior-prior year on student financial aid eligibility?  In the prior chapter, that question 
was framed into three specific hypotheses.   
Hypothesis 1 
H1: Prior-prior year tax information yields Pell Grant award amounts within $500 of what 
students would have received in Pell Grant had prior year tax information been used. 
The first hypothesis focuses on the effectiveness of using two-year-old tax data in lieu of one-year-
old tax data.  The purpose of interrogating the newly-available evidence was to determine if 
challenges identified in social mobility theory, particularly with regard to limited intra-
generational social mobility, are reflected in the incomes experienced by students’ families.  In 
particular, was the prior-prior year (PPY) income an effective proxy for prior year (PY) income?  
Studies by Dynarski and Wiederspan (2012), NASFAA (2013), Baum et al. (2013) and Rueben et 
al. (2015) found about three quarters of students experienced a change of less than $500.   
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For the first hypothesis, all other observations other than the two observations including income 
and asset information from the 2017-2018 and 2018-2019 FAFSAs for each of the 462,544 
students was dropped Stata.  The remaining 925,088 observations (2 * 462,544) were used to 
calculate parent and student contributions from income and assets for all 6 formulae as per The 
EFC Formula, 2017-2018 in Appendix B.  The results were then paired, or reshaped wide, to allow 
use of 2017-2018 FAFSA asset information with both 2017-2018 FAFSA income and 2018-2019 
FAFSA income.  This allowed to hold constant the asset information that would have been the 
same, assets values at the time of the FAFSA form completion, whether prior year or prior-prior 
year tax information was used.  Finally, a series of steps determined the appropriate formula 
according to each student’s dependency and dependent children information.  Once the formula 
was identified for each year, the appropriate EFCs for prior year and prior-prior year were used 
for comparison. 
A paired t-test, presenting each of the 462,544 students with complete ISIR records in both 2017-
2018 and 2018-2019, was performed to determine the difference of means of the Pell Award 
amounts and the p-value of any change found.  Cohen’s d was calculated to determine effect size.  
The difference of means was computed to determine the magnitude of shift between Pell eligibility 
with PY tax information and PPY tax information treatment.  The p-value was used to determine 
the significance of the results.  Cohen’s d was used to determine the effect size (Lin, Lucas Jr, & 
Shmueli, 2013).  Additionally, random samples of 1,000 records were selected to validate findings 
of significance. 
The t-test14 for all dependency statuses (ADS) was calculated using: 
                                               
14 Used example from http://www.statisticshowto.com/probability-and-statistics/t-test/ 
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𝑡"#$ = 	 (∑𝐷"#$)𝑁"#$,∑𝐷"#$- − /(∑𝐷"#$)-𝑁"#$ 0(𝑁"#$ − 1)(𝑁"#$)
 
For this example, let: 
∑DADS = the sum of the differences between Pell eligibility using the original method of 
calculation using prior year income information and Pell eligibility using the treatment of prior-
prior year income information in the EFC calculation for each paired sample 
∑DADS2 = the sum of the squared differences 
(∑DADS)2 = the sum of the differences squared 
NADS = the sample size 
The effect size was calculated using: 𝐸𝑆"#$ = 	 /𝜇"#$556 − 𝜇"#$56𝑆𝐷"#$ 0 
For this example, let: 
µADSPPY = mean of the treatment group with PPY income 
µADSPPY = mean of the control group with PY income 
SDADS = the standard deviation of the control group 
Hypothesis 2 
H2: Student records with the dependency status of Independent without Dependents will have a 
larger shift in Pell award amount than the other two dependency statuses of Dependent and 
Independent with Dependents. 
The second hypothesis sought to determine if, when there was a change in Pell Grant amount, the 
dependency status was related to the magnitude of the change.  Hypothesis 2 is designed to test 
results reported by NASFAA (2013) and Kelchen and Jones (2015) predicting dependency status 
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would have a significant impact on the likelihood of a student’s Pell amount changing when PPY 
tax data were used instead of PY tax data.  The argument was that while students in families where 
there are dependent children were not as likely to experience a large enough change in income to 
impact Pell award amounts, independent students with no dependent children were more likely to 
experience a large enough change in income to impact Pell award amounts.  Again, human capital 
theory would indicate independent students would rather experience a short period of time with 
lower wages to secure measurably higher wages after degree attainment.  Those independent 
students with no dependents would be at most liberty to forgo current income in hopes of securing 
higher income at a later point in time.   
For the second hypothesis, conclusions must be drawn to discover if there is significant difference 
in the Pell award between groups with the various possible values (dependent, independent without 
dependents, and independents with dependents) in the one factor (dependency status).  The 
462,544 students paired Pell awards in Stata, along with dependency status, was used for testing.  
Analysis of variance (one-way ANOVA) was completed to test for between-group variance based 
on the three dependency statuses of the 462,544 students with complete ISIR records in both 2017-
2018 and 2018-2019 with an alpha of .05.  The test was performed on 220,152 Dependent students, 
104,808 Independent with Dependents students, and 137,584 Independent without Dependents 
students. 
The ANOVA was calculated using the following formulae: 
𝑆𝑆7879: = ;;<𝑥>? − ?̅?A-BC>DE
F
?DE  
𝑆𝑆GH7IHHB =;𝑛?<?̅?? − ?̅?A-F?DE  
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𝑆𝑆I>7K>B =;;<𝑥>? − ?̅??A-BC>DE
F
?DE  
𝑀𝑆GH7IHHB = 	𝑆𝑆GH7IHHB𝑑𝑓GH7IHHB  𝑀𝑆I>7K>B = 	 𝑆𝑆I>7K>B𝑑𝑓I>7K>B  
 
𝐹 = 	𝑀𝑆GH7IHHB𝑀𝑆I>7K>B  
The independent variable in this calculation is the year of the FAFSA information, in this context, 
PY or PPY FAFSA data.  The dependent variable is the Pell award.  The factor being explored is 
the student dependency status.  The difference of means for each of the three statuses indicates the 
amount the Pell award changed.  A positive number indicates the Pell awards decreased when 
switching from PY to PPY.  A negative number indicates the award amounts went up. 
Hypothesis 3 
H3: New first-generation Pell eligible students will be underrepresented in the sample that takes 
advantage of the early filing opportunity. 
The third hypothesis seeks to determine if the earlier application availability date assisted families 
with the highest financial need as was the goal of the shift.  The assertion that low-SES families 
will benefit from this earlier application offering was unlikely given research indicating less social 
capital is invested in low-SES students, as predicted by Cannon & Goldrick-Rab (2016). 
The constructs tested were low-SES families and the timing of their participation in application.  
Like the other hypotheses, low-SES families were defined as those with eligibility for Pell Grants.  
As such the test determined if the frequency of the dependent variable of early application (a 
categorical response variable based on quarter applied) was observed to be different than expected.  
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The application rate of Pell Grant students in the first quarter of the baseline year of 2016-2017 
(the last year before PPY and the early application date were implemented) was compared to the 
application rate of Pell Grant students in the first quarter of 2017-2018 (the first year of PPY and 
the early application date availability). 
The counts of each condition were entered into Stata to perform tests. 
The Chi-Square calculation used was: 
X2 = Ʃ ((O-E)2 / E) 
For this example, let: 
O = the observed frequency of each cell  
E = the expected frequency of each cell 
The timing of the application for low-SES families was be measured as the percentage of Pell 
eligible applicants in the first quarter of each application year. 
Summary 
This chapter discussed the population and sample used in the study, the data preparation process, 
and the proposed methods used to test each hypothesis.  It presented the research design, 
procedures, and the data analysis.  
  
68 
 
 
 
 
 
CHAPTER FOUR: 
FINDINGS 
 
Ordered by hypotheses, this chapter will review the findings for each test. 
Introduction 
This study attempted to answer the following question:  What has been the impact of implementing 
Prior-Prior Year on federal student aid eligibility?  The design of the study tested the changes to 
Pell Grant eligibility, a proxy for identifying the highest need students, based on the shift from 
prior year income tax information usage on the FAFSA to the use of prior-prior year income 
information.  The study also sought to examine the impact on FASFA completion ratios for first-
year, first-generation students to determine if that population took advantage of the earlier 
application availability. 
Results 
This section addresses the research question through the three stated hypotheses.  The hypotheses 
sought to examine any shift in Pell eligibility overall, then by dependency status, and then any 
shift in application rates for first-year, first-generation applicants.   
Hypothesis 1 
H1: Prior-prior year tax information yields Pell Grant award amounts within $500 of what 
students would have received in Pell Grant had prior year tax information been used. 
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The first hypothesis was designed to explore what, if any, shift occurred in the student records’ 
Pell Grant eligibility when comparing what the Pell Grant award amount would have been under 
two conditions:  the treatment of using prior-prior year income information to calculate the EFC 
and the control of using prior year income information to calculate the EFC.  Records for 462,544 
students with FAFSA data in both 2017-2018 and 2018-2019 were analyzed after partial records, 
graduate student records, records with professional judgements, records with special 
circumstances, and duplicate records were removed.  The asset data from 2017-2018 were used 
for the EFC calculations for both the treatment and control group as they would not have been 
impacted by the shift from one year’s income to another, only income information was sourced 
differently.15  The 2017-2018 EFC Formula located in Appendix B was used to calculate the EFCs 
for both observations.  
The hypothesis, by limiting the impact to less than a $500 difference, was designed to test what 
previous researchers had postulated:  that the shift to prior-prior income’s impact on student Pell 
Grant award amounts would be a change of less than $500 (Dynarski and Wiederspan, 2012, 
NASFAA, 2013, and Rueben, Gault, and Baum, 2015).16 
A paired t-test was then conducted to compare the Pell award amounts based on PY income 
information (Pell_PY) and PPY income information (Pell_PPY) resulted in the following: 
                                               
15 The use of 2017-2018 asset information was a suggestion from an attendee at the practitioner conference.  
16 A paired t-test was performed on the change in the EFC and is available in Appendix C. 
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Table 9  Paired t-test Results:  Pell Awards Comparison of PY and PPY 
Variable Observations Mean 
 
Standard 
Deviation 
95% Confidence 
Interval 
Pell_PY 462,544 3,197 2,682 3,189 3,204 
Pell_PPY 462,544 3,357 2,669 3,349 3,364 
Difference NA -160 1,513 -164 -156 
H0: mean(diff) = 0 Ha: mean(diff) <> 0 t = -71.9 
 P< 0.0001 degrees of freedom = 462,543 
 
The results indicate the Pell award amount using PY income information was lower (M = 3197, 
SD = 2682) than the award amount using PPY income information (M = 3357, SD = 2669).  The 
results of a t-test analysis revealed that this difference reached statistical significance (t = -71.9, 
p<0.0001). 
To cross-validate findings, paired t-test was then conducted for a sub-sample of 1000 randomly 
selected records to compare the Pell award amounts based on PY income information (Pell_PY) 
and PPY income information (Pell_PPY) resulted in the following: 
Table 10 Paired t-test Results for Sub-Sample:  Pell Awards Comparison 
Variable Observations Mean 
 
Standard 
Deviation 
95% Confidence 
Interval 
Pell_PY 1,000 3,009 2,698 2,842 3,177 
Pell_PPY 1,000 3,252 2,690 3,085 3,419 
Difference NA -243 1,424 -331 -155 
H0: mean(diff) = 0 Ha: mean(diff) <> 0 t = -5.4 
 P< 0.0001 degrees of freedom = 999 
 
The results indicate the Pell award amount using PY income information was lower (M = 3009, 
SD = 2698) than the award amount using PPY income information (M = 3252, SD = 2690).  The 
results of a t-test analysis revealed that this difference reached statistical significance (t = -5.4, 
p<0.0001). 
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Given the large size of the full sample, the results were likely to be statistically significant findings.  
To alleviate this concern, effect size was calculated to determine the economic significance of the 
finding.  The effect size was calculated using Cohen’s d.   
Table 11 Cohen’s d Results:  Pell Awards Comparison of PY and PPY 
Effect Size Estimate 95% Confidence Interval 
Cohen’s d -0.060 -0.064 -0.056 
 
The magnitude of the effect size (|d| = .060) was below what Cohen minimally categorized as a 
small effect size, .2 (Sawilowsky, 2009).   
The statistical tests support Hypothesis 1 because the absolute value of the change (|-160|) was less 
than 500 (the tolerance adopted by previous researchers) and the effect size was not at least .2. 
Hypothesis 2 
H2: Student records with the dependency status of Independent without Dependents will have a 
larger shift in Pell award amount than the other two dependency statuses of Dependent and 
Independent with Dependents. 
The second hypothesis was designed to explore if there was a difference in the impact of the 
treatment of using prior-prior year income information to calculate the EFC instead of using prior 
year income information to calculate the EFC between the various dependency statuses.  The 
462,544 records from H1 were then examined after being grouped into three statuses:  Dependent, 
Independent without Dependents, and Independents with Dependents.  
The hypothesis, informed by the research of NASFAA (2013) and Kelchen and Jones (2015), 
tested for outcomes for the records designated as Independent without Dependents that were 
significantly different than outcomes for the other two groups. 
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The independent variable in this calculation was the year of the FAFSA information, in this 
context, PY or PPY FAFSA data.  The dependent variable was the Pell award.  The factor being 
explored was the student dependency status.  The difference of means for each of the three statuses 
indicated the amount the Pell award changed.  A positive number would have indicated the Pell 
awards decreased when switched from PY to PPY.  The negative numbers indicate the award 
amounts went up. 
A one-way ANOVA was conducted to discover between-group variance in the Pell award amount 
based on dependency status.  We see from Table 12, the differences in the means of the Pell awards 
for dependent students (M = -100, SD = 1,370) and independent students with no dependents (M 
= -106, SD = 1,287) were very close.  However, independent students with no dependents (M = -
298, SD = 1,845) experienced a difference of means of almost three times the size of the other two 
groups.   
The F-test resulted in a value of 812 that is substantially greater than the conventional critical 
value.  In conclusion, the researcher found the three conditions differ significantly on dependency 
status and was able to support Hypothesis 2. 
Table 12 One-way ANOVA Results:  Single Factor of Dependency Status 
Dependency Status Difference of 
Means (PY-PPY) 
Standard Deviation Frequency 
Dependent -100 1,370 220,152 
Independent no deps -298 1,845 137,584 
Independent w deps -106 1,287 104,808 
Total -160 1,513 462,544 
Source Sum of Squares Degrees of Freedom Means Square F 
Between groups 3.70e+09 2 1.85e+09 812 
Within groups 1.05e+12 462,541 2,281,391 
Barlett’s test for equal variances X2(2) = 2.1e+04 Prob>chi2 = 0.000 
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Hypothesis 3 
H3: New first-generation Pell eligible students will be underrepresented in the sample that takes 
advantage of the early filing opportunity. 
The third hypothesis sought to discover if first-time, first-generation students in this sample took 
advantage of the earlier FAFSA availability.  Existing research indicated students from schools 
serving mostly low-SES students had lower guidance counselor-to-student ratios than schools 
serving mostly higher-SES students.  It also indicated counselors in high schools of lower-SES 
students spent their time on disciplinary and truancy issues as opposed to their counterparts at 
higher-SES schools who focused more on college predatory processes.  Thus, with a change in the 
FAFSA, would it follow that higher-SES students would be made aware more frequently than 
lower-SES students?  The third hypothesis was designed to test the conclusion that lower-SES 
students would be less likely to have taken advantage of the earlier application date. 
The FAFSA for 2017-2018, in addition to using older tax return information, allowed students to 
apply early.  In previous years, students had to wait until January first of the calendar year of 
enrollment to complete the FAFSA.  Beginning in fall of 2016, students could complete the coming 
academic year FAFSA for 2017-2018 beginning on October 1, 2016. 
The rate of Pell-eligible applications for the first quarter of FAFSA availability was 48.67%.  The 
following year, rate of Pell-eligible applications for the first quarter of FAFSA availability was 
52.03%.17 
The rate of Pell-eligible applications for first-time, first-generation students was examined to 
address the hypothesis.  For the first quarter of FAFSA availability for 2016-2017, the rate of Pell-
                                               
17 A chi-square test was performed on the full sample (not just first-time or first-generation students).  It is 
included in Appendix D. 
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eligible applications for first-time, first-generation students was 54.8%.  The following year, the 
rate of Pell-eligible applications for the first quarter of FAFSA availability increased to 59.7%. 
A chi-square test was performed on the 27,356 records from 2016-2017 (14,981 Pell-eligible and 
12,375 not Pell-eligible) and the 20,650 records from 2017-2018 (12,320 Pell-eligible and 8,330 
not Pell-eligible) comparing the rate of Pell-eligible applications resulted in the following: 
Table 13 Chi-Square First-Time, First-Generation Pell-Eligible by App Date Change 
Pearson χ2(1) = 200                                                                                                      P < 0.001 
Group Observed Expected Difference Pearson 
Pell-eligible 12,320 11,309 1,011 9.51  
Not Pell-eligible 8,330 9,341 -1,011 -10.5  
 
 
A chi-square test of goodness-of-fit was performed to determine if the same percentage of Pell-
eligible students completed the FAFSA in the first quarter of availability for both the original 
application date (January 1) and the new application availability date (three months earlier on 
October 1).  The percentage of Pell-eligible students changed between the application dates in the 
sample, χ2 (1, N = 20650) = 200, p < .001.  The difference is significant, but the direction of the 
change was the opposite of what was expected.  The change of rate of Pell-eligible applications 
was predicted to decrease but it increased; therefore, the researcher rejected Hypothesis 3. 
Summary 
Utilizing data provided by CampusLogic, this chapter presented statistical analysis results to test 
the stated hypotheses.  The hypotheses were tested by a series of t-tests, ANOVA, and chi-square 
test statistical methods.  The t-test was used to explore differences in the Pell award for students 
based on the original method of using one-year-old tax information versus using two-year-old tax 
information and found the difference of means to be less than $500.  That was followed by a one-
way ANOVA to explore if there were different results for students based on the single factor of 
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dependency statuses and found there was a significant difference for students with the dependency 
status of independent without dependents.  Finally, a chi-square test was used to determine if there 
was a significant shift in application rates for first-time, first-generation college students and the 
test found there was a shift to a larger percentage of first-time, first-generation Pell-eligible 
students in the sample of PPY than in the previous year of PY. 
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CHAPTER FIVE: 
DISCUSSION AND CONCLUSION 
 
This chapter offers a discussion on the findings in the previous chapter.  The chapter concludes 
with the contributions made, the limitations of the study, the implications, and recommended 
future research. 
Discussion 
The implementation of prior-prior year income information in the FAFSA came after a series of 
only six studies—two of which are two decades old and two others used the same data set—were 
completed.  The goal of this study was to determine if outcomes of previous studies held after the 
implementation of PPY.  Three key concepts were tested.  Did PPY income act as a good proxy 
for PY income?  Did the change have a most drastic impact on independent students without 
dependents?  Did rate of first-year, first-generation Pell-eligible students drop with the earlier 
application availability? 
Change in Pell Awards Overall 
Previous research indicated most awards would not change by more than $500.  Dynarski and 
Wiederspan found an increase of approximately $87 overall for applicants when the simulated the 
impact if PPY were used instead of PY (2012).  Other researchers found a slight decrease in awards 
(down $5) but more students became eligible (Rueben et al., 2015).  The findings in this study 
supported the existing research.  In testing how much Pell awards changed for this sample of 
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students, this study found an increase in the Pell award amounts of approximately $160, well 
within the $500 tolerance predicted.18   
Social mobility theory states changing social strata is typically not fast is often measured over 
generations.  Dynarski and Wiederspan’s work indicated Pell-eligible students were almost as 
likely to have higher incomes as lower ones when considering year-over-year comparisons (2015).  
NASFAA indicated their study found families with the lowest income did not experience radical 
change over time (2013).  Kelchen and Jones found that somewhere between 5% and 12% of the 
students gained or lost Pell on average over a 4-year period (2015) if PPY had been implemented.  
With almost 90% of the students either keeping Pell or remaining ineligible, the lack of mobility 
of Pell families appears consistent with theory and the findings of this study. 
It is probably worth noting that an increase in Pell award amounts when switching from PY to 
PPY during an improving economy is highly probable.  Specifically, if incomes are generally 
increasing, then a switch to an earlier—and probably more modest—income to determine 
eligibility for aid will show the applicant as worthier to receive benefit than that applicant’s more 
recent and financially healthier picture would.  If the economy were to go in the opposite direction, 
benefits to previously-eligible students under PY policy would be delayed an additional year while 
awaiting the tax information to show on the PPY application. 
                                               
18 Practitioners who read Appendix C may expect that for each decrease by 100 in EFC, the Pell award will 
increase by $100.  In the case of very low EFCs (at or below 5328), each decrease in EFC of 100 led to an increase of 
Pell award by $100.  Conversely, students with EFCs over 5328 had no Pell award.  The significant number of students 
with EFCs well over the threshold for Pell eligibility also experienced a decrease in EFC but did not have a 
corresponding increase in Pell as awards are not available where the PPY EFC remained in excess of the EFC cap. 
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Change in Pell Awards for Independent without Dependents 
Previous research also predicted students with a particular dependency status (independent without 
dependents) would be more impacted by the change to PPY than other students (those with a status 
of either dependent or independent with dependents).  Human capital theory offered an explanation 
that perhaps independent students without dependents would be at most liberty to forgo income 
temporarily, thereby seeing a delay in PPY Pell grant increases relative to what they would have 
been with PY.  Both NASFAA and Kelchen & Jones reported a more dramatic shift in Pell award 
amounts for independent students without dependents (2013, 2015). NASFAA found that for two 
groups of students, 79% had Pell within $500.  Those students in the third group only kept Pell 
within $500 about 67% of the time (2013).  As they used the same data set, Kelchen and Jones 
found similar results with approximately a 13-point difference in the rate of keeping Pell within 
$500 (2015). 
The one-way ANOVA suggested this single factor created significant variance and the status of 
independent without dependents had three times the difference in means between PY and PPY Pell 
awards with an increase in Pell awards by $297 versus the other two statuses yielding differences 
of $100 and $106.  While the finding supports rejecting the null, the direction of the Pell award 
change is not a decrease but instead an increase in Pell. 
While the average AGI of independent students without dependents in the paired sample increased 
year-over-year causing a delay in the expected Pell decrease, a three-year trend would be most 
helpful in examining the delayed decrease.  Anecdotally, practitioners have reported very few of 
the expected increase in professional judgements (Mockus, 2018).   
Application Rates with Early FAFSA 
While researchers indicated Pell-eligible students were less likely to capitalize on the earlier 
FAFSA availability (Goldrick-Rab et al., 2016) and social capital theory would support their 
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assertion, this study showed results to the contrary.  Application rates among first-time, first-
generation Pell-eligible students actually increased in the first quarter of the earlier FAFSA.   
Some of this unexpected behavior may be related to recent efforts at the state level to increase 
FAFSA completion rates in states with resident incomes below the national average.  States like 
Massachusetts, New Jersey, and New York have high incomes19 and high FAFSA completion rates 
(Tamburin, 2016).  But lately, some states with lower average incomes have started deliberate 
measures to push students to complete the FAFSA.   
One example is how Tennessee has successfully raised its high school senior FAFSA completion 
rates by double digits by making the form a requirement for Tennessee Promise, a program that 
offers eligible seniors free community college (Tamburin, 2016).  Another example is Louisiana’s 
recent decision to make completion of the FAFSA a mandatory exercise for graduating seniors 
(March, 2016).  Both Tennessee and Louisiana rank in the bottom third of states ranked by 
income20 and these programs are driving up the FAFSA application rates of students in their 
residency. 
It is worth noting that the application curve did not simply shift earlier by the additional three 
months.  Overall, the application rates for all students in the first quarter in 2017-2018 (October – 
December) were lower than the first quarter of 2016-2017 (January – March).  However, as of the 
same date of March 31, the overall number of applications had increased. 
 
                                               
19 http://trac.syr.edu/phptools/tracirs/taxes/ 
20 http://trac.syr.edu/phptools/tracirs/taxes/ 
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Closing Observations 
This section will review the contributions, limitations, implications, and finish with a conclusion. 
Contributions 
Timeliness.  
The purpose of this study was to examine the impact of using prior-prior year on the FAFSA 
instead of continuing to use the immediately preceding year.  As this change only recently took 
place, no studies have been completed on the topic as yet.  The study necessarily took place during 
the second year of PPY being in effect, but practitioners can begin to capitalize on the findings.   
Sample. 
The use of a very large sample (over 460,000 applicants), with a near-equal distribution of 
independent students versus dependent students along with inclusion of students attending private, 
for-profit institutions provides additional validity given the absence of some of these groups in 
previous studies provides great value in the findings. 
Literature Review. 
The comprehensive review of literature on the subject will offer future researchers perspective on 
the quantity of studies, the methodologies used, and various stakeholder positions held. 
Limitations  
One limitation of this study is the other side of the earliness of the study:  not all records for this 
sample of students are available for examination.  On June 30, 2019 when the 2018-2019 school 
year comes to a close, the last FAFSAs will be filed to allow for as wide of a comparison as 
possible within this sample of records from CampusLogic. 
Another limitation of the study is missing data fields such as state of residency and dates of birth 
that forced use of averages or default values.  While the overall technique was precise, offering 
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consistent results from consistent treatment to each record, it was not accurate in that all parents 
and students are not the same age.  Additionally, the use of the most recent ISIR, not the paid ISIR, 
limited the accuracy of this study.  Again, the consistent treatment across both years presumably 
yielded precise and reproducible results, the results do not provide accurate calculations to the 
practitioners in that there may be situations where the most recent ISIR was not used for 
processing. 
Populations such as graduate students, those with professional judgements, students with special 
circumstances, students with changed dependency statuses, those with missing parent marital 
statuses, situations where the number in college changed, or when students lost or gained children 
to support all were excluded by this study. 
The classification of first-generation has evolved significantly recently and the use of self-reported 
FAFSA values only looking at any post-secondary attendance of parents does not meet the 
standard of classifying all where neither parent achieved at least a bachelor’s degree. 
As with previous studies, students whose dependency status or household information changed 
were excluded.  This was due to the inability to secure missing information in both years to provide 
adequate comparison.    
Implications and Recommendations for Practice 
As the study found PPY does appear to be an effective proxy for PY income information, 
practitioners hopefully found the overall outcome for students to be a sustained financial aid 
application with fairly consistent impacts for most students.  But there are areas that could still be 
improved. 
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Codification. 
Prior-prior year is not codified.  It could be wiped away as easily as it was created.  The disruption 
caused by resetting back to prior year tax information could be just as painful in implementation 
as PPY was.  The aid community should continue its efforts to codify PPY (HR 4416). 21  
Piloting and Practitioner Research. 
This concept took at least 20 years to come into effect, had few studies, and did not experience a 
pilot even thought it was suggested by multiple researchers (Advisory Committee on Student 
Financial Assistance, 2013; Kelchen & Jones, 2015; Scott & U. S. Government Accountability 
Office, 2009; Stone, 2005).  Practitioners looking back on the increased work-load and jeopardy 
caused to students by the unvetted implementation may wish to consider a more active role in 
advocating for pilots, working more closely with researchers to provide data,22 and consider 
conducting research as well.  Pilot and practitioner-led exercises may increase community support 
of changes. 
Simplification. 
Researchers over a decade ago found 2.3 million students who could have gotten aid if they had 
applied but they did not.  Is the financial aid community comfortable with over 10% of students 
missing out on assistance?  Is the complexity of the form worth every student who misses out on 
the funding that could possibly keep them in school?  Even if some schools and some states want 
to collect a supplemental form, do all schools and states want to leave in place this hurdle? 
                                               
21 https://www.nasfaa.org/legislative_tracker_fafsa 
22 Federal Student Aid has increased its offering of guidance on how to protect information and share 
information for research purposes.  See Session 35 from the FSA 2017 conference here 
https://fsaconferences.ed.gov/2017sessionlist.html 
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Recommendations for Future Research 
In addition to the work remaining due to the early nature of this study, many questions have yet to 
be addressed on the subject of the impact of PPY on federal student aid.  There are many more 
forms of aid beyond the Pell Grant that should be explored.  Did PPY decrease the complexity for 
students and families?23  Also, research shows that enrollment increases with a decrease in 
complexity of the FAFSA.  Did that come to fruition?  Is there evidence Admissions changed their 
cycles or ceased need-blind admission?   
With regard to the promised benefits of the change, did PPY allow more students to utilize the IRS 
DRT?  Did was there more usage of the IRS DRT by later tax filers?  Did those later tax filers file 
their FAFSAs earlier?  Did the earlier information better align with the Admissions cycle and 
improve outcomes for new students?  Was the FAFSA easier to complete?  Were the applications 
more accurate?  Did more students make the state grant deadlines?  Did families stop estimating 
income?  Were there less applications selected for verification? 
And what about the concerns?  Were the concerns about increased PJs founded?  Did some 
admissions offices cease to be need-blind? 
Finally, should the FAFSA still exist in its current form?  Again, researchers in 2009 found 2.3 
million students who would have been eligible but did not apply (Scott & U. S. Government 
Accountability Office, 2009).  Is more needed than these tweaks to the application like PPY?  Can 
researchers build on the work of Dynarksi, Scott-Clayton, and Wiederspan to reduce the 
uncertainty of moving to a FAFSA with 80% less questions or maybe even cease using the form 
for Pell altogether (Dynarski & Scott-Clayton, 2006, 2008; Dynarski & Wiederspan, 2012)? 
                                               
23 Clearly, those impacted by the newly minted comment code 399 to exact a year-over-year audit of files 
would not agree PPY decreased the complexity they experienced.  This alone would be a rich research topic. 
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Conclusion:  Did the right students get the right aid?  
A one dollar change in a financial aid award may seem irrelevant to those not employed in financial 
aid.  However, the profession of financial aid administrators is tasked with performing verification 
on dozens of data points on approximately one third24 of financial aid applicants rounded to the 
nearest whole dollar in addition to the financial aid processing systems calculating to the dollar for 
all 100% financial aid applicants.  Financial aid practitioners and researchers (Dynarski, et al, 
2008) often compare this ratio to the IRS audit rate of only 1.5%.  Moreover, the federally-
mandated process of verification costs schools about $100 per record, thereby creating a high cost 
to institutions.   
In their work, Dynarski and Scott-Clayton (2006) found they could replicate Pell Grant 
calculations with only 20% of the fields on the FAFSA.  Yet 12 years later, the community of 
providers and consumers of the FAFSA cannot agree to remove the extraneous fields.   
Like arguments made in testimony before congress in 1998, those who oppose simplification of 
the FAFSA believe it is reasonable and possible to calculate an award to the dollar.  The belief led 
to use of Pell eligibility or 0 EFC designations to be used as proxies for determining other awards 
and designations. 
Given the profession’s insistence on collecting over one hundred data points, practitioners will be 
keenly interested in the average student gaining about $160 of Pell as a result of PPY.  Given the 
profession’s reliance on the perception of fairness, the requirement to calculate EFCs to the dollar, 
                                               
24 This is a very conservative estimate.  There have many reports of the verification rate spiking since the 
advent of PPY due to the year-over-year audit.  http://www.nasfaa.org/news-
item/15773/What_Went_Wrong_With_Verification 
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and awarding Pell accurately to the dollar, any systematic shifts will be unwelcome, but less so 
given the benefit was to the student in the form of a larger award. 
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Appendix B:  The EFC Formula, 2017-2018 
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Appendix C:  EFC Paired T-Test 
 
A paired t-test was performed on the prior year (PY_EFC) and prior-prior year (PPY_EFC) EFCs 
resulted in the following25: 
Table 13 EFC Comparison of PY and PPY 
Variable Observations Mean Standard 
Deviation 
95% Confidence 
Interval 
PY_EFC 462,544 7,230 20,974 7,170 7,291 
PPY_EFC 462,544 6,570 18,164 6,518 6,622 
Difference na 660 21,551 598 722 
H0: mean(diff) = 0 Ha: mean(diff) <> 0 t = 20.8 
Pr(|T| > |t|) = 0.0000 degrees of freedom = 462,543 
 
The results indicate the EFC using PY income information was higher (M = 7230, SD = 20974) 
than the EFC using PPY income information (M = 6570, SD = 18164).  The results of a t-test 
analysis revealed that this difference reached statistical significance (t = 20.8 p<0.0001). 
  
                                               
25 Values in the row of differences may vary from than the difference between the shown rounded values due 
to rounding. 
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Appendix D:  Chi-Square on Pell-Eligible Rate of Early Applicants 
 
A chi-square test was performed on the 138,923 records from 2016-2017 (67,607 Pell-eligible and 
71,316 not Pell-eligible) and the 85,693 records from 2017-2018 (44,582 Pell-eligible and 41,111 
not Pell-eligible) comparing the rate of Pell-eligible applications resulted in the following: 
Table 14  Chi-Square Pell-Eligible by Application Date Change 
Pearson χ2(1) = 387                                                                                          Pr = 0.000 
 Observed Expected Difference Pearson 
Pell 44,582 41,703 2879 14.1  
Non-Pell 41,111 43,990 -2879 -13.7  
 
 
The chi-square test of goodness-of-fit was performed to determine if the same percentage of Pell-
eligible students completed the FAFSA in the first quarter of availability for both the original 
application date (January 1) and the new application availability date (three months earlier on 
October 1).  The percentage of Pell-eligible students changed between the application dates in the 
sample, X2 (1, N = 85693) = 387, p < .001.   
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